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Abstract 
This is a study of India's major cities and how they are faring under the conditions of 
contemporary globalisation. This contemporary globalisation is a part of the economic 
globalisation that took place in India especially after 1991, when the new economic policies 
were incorporated. These new economic policies were targeted at making India integrate into 
the larger world economy by introducing more open trade. The sectors that received major 
attention under the new policies were industrial and the services sector as a whole with 
particular emphasis on producer services (banking and insurance). As a result of liberalisation 
and privatisation of these sectors many new producer services firms came up in major Indian 
cities. Therefore, the main focus is on the inter-city relations based upon the type of advance 
producer services firms that are operating from these cities. Also it looks at the nodes that the 
major Indian cities form in larger world city network. 
Key words: Major Indian cities, advanced producer services, globalisation in India, world city 
network, Bollywood, global Indian cities 
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INTRODUCTION 
This is a study of India's major cities and how they are faring under the conditions of 
contemporary globalisation. The focus is upon inter-city relations. The research 
contributes to the interface between the literatures on world/global cities, advanced 
producer services, and economic globalisation. 
In carrying out the research upon which this dissertation is based I had two basic aims 
that I have tried to satisfy through pursuing seven specific objectives. 
The first aim derives from the relative neglect ofthird world' cities in the world cities 
literature. Although there has been some rectification of this situation for some parts of 
the world, Indian cities in globalisation remain under-researched (some worldwide 
studies conducted by GaWC1, show Indian cities as cities having low levels of 
globalisation and provide some evidence of becoming world cities). Thus the aim of the 
research has been to describe and analyse Indian cities under conditions of 
contemporary globalisation. The study is essentially empirical in nature and draws 
upon two insights: first, Sassen's (1991,2000) identification of advanced producer 
service firms as at the cutting edge of world city formation; and, second, Tayloes 
(2004) identification of the office networks of such firms as the configuration of world 
city network formation. 
Hence this study uses information on advanced producer services to understand 
relations between major Indian cities, and relations with world cities beyond India. The 
second aim is to apply GaWC methods used to describe and analyse the world city 
network (Taylor, 2004) to major Indian cities - these are described in the methodology 
chapter. The core of the research consists of connectivity and configuration analyses of 
the distribution of 121 service firms across 12 major Indian cities. 
11 Globalisation and World cities (GaWC) study group and network based at Loughborough University 
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The objectives pursued in order to satisfy these aims are: 
I To select the appropriate firms and cities to provide a comprehensive coverage 
of globalisation in India subject to data availability 
2. To identify reliable sources for the study of advanced producer services in 
Indian cities 
3. To collect data on the firms in cities to enable GaWC analyses to be undertaken 
4. To measure the importance of major cities in terms of both amount of service 
and connectivity for separate service sectors and for all sectors combined 
5. To analyse the configuration of major Indian cities as a network of advanced 
producer service centres across India 
6. To explore how major Indian cities are linking to other cities and regions to see 
if any, can be considered to be world or global cities 
7. To extend the methods and experiment with new approaches to further 
elucidate Indian inter-city relations and their relations with world cities. 
To achieve the above-mentioned 7 aims 1, have 10 substantive chapters. The first 
chapter deals with the globalisation process and looks into world cities as sites where 
economic globalisation takes place. It also provides a list of the global cities, world 
cities and mega cities, with a special mention of Indian world cities. Therefore, the first 
chapter describes the subject of the study. The second chapter deals with the on going 
globalisation process in Indian cities, with detail about the changes that were made to 
accommodate economic globalisation in 1980's. Further it deals with the particular 
policy changes after 1991 and 2001, which were significant for producer services in 
India. The third chapter is about role of producer services in the development of world 
cities and provides the definition, types and location of services in general and producer 
services in particular. The final section in this chapter deals with the nature and 
development of producer services in India. 
The chapter 4 deals with detailed methodology. The next four chapters 5-8 present 
results of analyses of the four producer services selected (banking, accountancy, 
2 
advertising and insurance, respectively). Each of these chapters gives similar sort of 
information about the four producer services in India, their and their analyses. 
The chapter 9 brings together the results from chapters 5 to 8, by comparing the four 
producer services, under a composite data analysis. It describes the Indian city system 
and finally identifies 5 major world cities in the country, on which the final analysis of 
two major cities in chapter 10 are based. 
The chapter 10 finally deals with the Indian functional city network, where Indian 
cities provide a number of links for producer services firms, as part of their trans- 
national activities and further deals with comparison of the role of Indian cities within 
the network by synthesizing some of the previous findings. This synthesis shows 5 
major Indian cities as world cities and their hinterworlds, used to help to identify two 
major world cities of New Delhi and Mumbai that come out at the top in the data 
analysis. A case study is carried out for each city (a survey of 77 producer services 
firms in New Delhi and use of producer services in Bollywood respectively). These two 
sections have been experimental and show New Delhi as having more important 
internal links and Mumbai as the most important external link for India in the bigger 
world city network. 
Then there is a final conclusion that brings the research together. 
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CHAPTER I 
ECONOMIC GLOBALISATION AND WORLD CITIES 
1.1 Introduction 
Choosing between domestic and foreign products, living with foreign neighbours or looking for 
a job abroad, facing a floating exchange rate and concerning ourselves with the global debt 
crisis, all reflect aspects of globalisation. This became possible due to global economic, cultural 
and political flows across national and regional lines that increased dramatically over the past 
few decades. Along-with these flows came developments in science and technology, which 
made possible the flows of information, knowledge, finance and capital across the world. 
Today, with flows of goods, services, information, capital, and people across the globe, a vast 
array of cultural products from different countries have become available in one place; and the 
nation-state is no longer the only entity that affects people's political life and ideas thus, 
leading to various changes in the world economy, world culture and world polity. In other 
words, the increasing movements of people, goods, capital and information have led to 
transformation and reshaping the economic, cultural and political processes leading to a more 
globalised world (Short and Kim, 1999). 
Globalisation is the new economic as well as political and cultural order. We live, it is asserted, 
in a globalised world in which nation states are no longer significant actors or meaningful 
economic units; in which consumer tastes and cultures are homogenised and satisfied through 
the provision of standardised global products created by global corporations with no allegiance 
to place or community. The global is, thus, claimed to be the natural order of affairs 
technologically driven around the world in which tirre-space has been compressed, the 'end of 
geography' has arrived and everywhere is 'becoming same' (Dicken, 1998). 
Globalisation has changed the world and continues to change the world. Globalisation is an 
uneven phenomenon. Its impact varies over space, through time, by social starta and by aspects 
of our life. The uneven nature of globalisation occurs in three ways: geographical unevenness, 
social unevenness and sectoral unevenness (Short and Kim, 1999). And this has had profound 
4 
implications for cites: 'Globalisation takes place in cities (particularly large metropolises) and 
cities embody and reflect globalisation. Global processes lead to changes in the city and cities 
rework and situate globalisation', (Short and Kim, 1999). 
Therefore, the main aim of the chapter is to examine the process of globalisation in the world, 
with special reference to the economic globalisation that has taken place in the last few 
decades. The second aim is to identify the role of trans-national firms, information technology 
and the role of services in economic globalisation. Third aim is to see how this economic 
globalisation has changed the way cities were once seen, (as, today world cities are seen in the 
light of financial centres or hub points of producer services firms or global cities). And finally 
to study the various global cities that have come up as a result of this economic activity. 
1.2. Approaches to Globalisation 
Hoogvelt (2001), presented a spectrum of definitions and approaches to globalisation, 
2 identified as Sceptical thesis', a Transformationalist thesis , and a Hyperglobalist thesis3. In 
other words, globalisation means different things to different people. For the purpose of this 
study globalisation can be defined in two broad categories, firstly socio-cultural having 
historical and political dimensions and the second being economic in nature (particularly in 
Indian cities is main the focus of the study). The non-economic in general, and the socio- 
cultural domain of globalisation in particular, appears more complex than its economic 
1 The Sceptics are normally to be found among those who focus on the international integration of national 
markets. Drawing on historical data of foreign trade and capital movements, they argue, that 'globalisation' 
when understood as a worldwide process of integration of national-economies, simply does not stand up to the 
historical record of the late colonial period, the period of the 'gold standard', when on every proxy measure of 
integration, the world was just as integrated and open the as it is today, and when certainly the 'developing 
world as a whole' was more deeply embedded in the world system. 
2 The Transformationalist thesis, by contrast, is one that looks at globalisation as primarily a social phenomenon 
that has brought qualitative changes in all cross-border transactions. This social phenomenon is time-space 
compression, culminating in the total 'annihilation of space through time'. It has been brought about by the 
fusion of telecommunications and information technology and can be dated precisely to the early 1980's. It has 
brought notjust the internet', and e-business but also brought about a transformation of cross-border economic 
activity that deserves to be identified with the new concept, namely globalisation. 
3 Further, the Hyperglobalist thesis is often advanced by writers who are, primarily concerned with politics and 
power. They compare the power of business with the power of nation states, and they argue that the growth of 
international business, and particularly of transnational networks of production, trade and finance have rendered 
nation-states practically irrelevant. In this view, national authorities have lost power over their own economies 
and act as mere transmitters of global market discipline to the domestic market. 
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counterpart, where, changes in the economy are socially and politically generated as well as 
mediated. 
1.2.1. Social Dimensions of Globalisation 
The world has been culturally globalised by the phenomenal development of electronic media 
(mainly television, internet and communication networks) and the growth of immigration and 
tourism over the past few decades. Global connectedness, has also been reinforced by, 
international organisations, religions, international competitions and spectacles, and global 
entertainment industries. Social analysis of globalisation is a complex exercise that includes all 
aspects of human life of which economy is only a part, regardless of how important or 
fundamental this part maybe. 
Robertson's (1990), writings are firmly wedded to a conventional mainstream 'sociological 
theory of society' as a social systeM4 . Robertson argues that clearly 
for some time there has 
been a process of social system building at the global level. In the economic sphere it pre-dates 
even the rise of capitalism and the modem world because of growing networks of international 
trade and production. Globalisation at the cultural level has begun because of two things, 
compression of the world and the intensification of consciousness of the world as a whole. 
Compression of the world is the real experience of the way that interdependencies are being 
created in the economies of the world to such extent that the way people live their lives now on 
one side of the globe has immediate effect on people on the other side. Shifts in preferences of 
consumption in Europe and America, for example, affect jobs deeply in the Far East. Industrial 
processes of development and growth in one country can have an environmental and ecological 
impact in neighbouring countries. Further, global consciousness is manifested in the way 
people all over the world, in a discourse unified through mass communication, speak of 
4 Social system theory is elaborated in Talcott Parsons' well-known formulation, in which any social system is 
thought to have four subsystems that are functionally related to serve the maintenance of the whole, namely the 
economic, the political, the cultural and the social. 
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military-political issues in terms of 'world order', or economic issues, as in 'international 
recession'. 
Giddens (1990) looked at globalisation as a consequence of the distinct sociological theme of 
modernity and defined Globalisation as the intensification of worldwide social relations which 
link distant localities in such a way that local happenings are shaped by events many miles 
away and vice versa. This is a dialectical process because such happenings may move in an 
adverse direction from the very distanciated relations that shape them. Local transformation is 
as much a part of globalisation as the lateral extension of social connections across time and 
space (Giddens 1990; Sengupta 2001). 
A 'globalised' culture has arisen through a continuous flow of ideas, information, commitment, 
values and tastes across the world, mediated through mobile individuals, symbolic tokens and 
electronic simulations. Further the concept of globalisation is an obvious object for ideological 
suspicion because, like modemisation, an earlier and related concept, it appears to justify the 
spread of Western culture and of capitalist society by suggesting that there are forces operating 
beyond human control that are transforming the world. The debates on cultural globalisation 
have polarised into whether the recent surge of cultural flows and global consciousness have 
increased or decreased the sameness between places around the world (Nijman 1999, Short 
and Kim, 1999). 
The tension between cultural homogenisation and cultural heterogenisation is the most 
controversial issue in the interpretation of increasing interactions across the globe (Appadurai, 
1990)5. Although, the explosion of cultural flows and global consciousness is very suggestive 
of the formation of a globalised culture, the strong presence of indigenous, traditional cultural 
5 Appadurai (1990), suggested that there are five different dimensions to such flows: "ethnoscapes" (produced 
by flows of business personnel, guestworkers, tourist, immigrants, refugees, etc. ), "technoscapes" (flows of 
machinery, technology, and software produced by transnational corporations and government agencies); 
"finanscapes" (flows of capital, currency, and securities); "mediascapes" (flows of images and information 
through print media, television, and film); and "ideoscapesý' (flow of ideological constructs, mostly derived 
from Western world-views: e. g. democracy, sovereignty, representation, welfare rights, etc. ). Knox (1995), 
added a sixth one, which is: "commodityscapes", produced by flows of material culture that encompass 
everything from architecture and interior design through to clothes and jewellery. 
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traits throughout the world has made it difficult to claim that the world has become culturally 
unified. The heterogenisation argument maintains that people in the contemporary world have 
become increasingly familiar with the presence of different cultures, rather than sucked into a 
single cultural orbit. Some have identified cultural homogenisation as the process of 'cultural 
imperialism' or 'Americanisation' throughout the world and also sometimes global culture is 
often described in terms of processes such as 'westernisation', 'Mcdonalisation', or 
'Cocacolonisation' (Short and Kim 1999). 
Short and Kim (1999) also evaluated the privileged status of certain languages in the process of 
incorporation, of different cultures into one world-economy, particularly English, and also 
Spanish and French. English is clearly a hegemonic language in the contemporary world, due 
to both the extensive impact of the British Empire in the colonial period and dominance of the 
American economy, culture, science, technology and politics in the contemporary world. King 
(1990), identified other languages and cultural influences were also important, particularly 
Arabic, Chinese, and Russian. Moreover, the culture-economy equation is complex. 
Nijman (1999), in his study on the impact of cultural globalisation in terms of flow of people in 
the form of mass tourism on the city of Amsterdam, shows that while mass tourism has created 
an artificial identity of the city, it is the increasing commercial isation of tourism that has been 
"the driving force behind the transformation of the city centre into a sex-and-drugs theme park" 
as its new identity. According to him, Tokyo is more important than Amsterdam as a command 
centre in the world economy, but Amsterdam is more globalised than Tokyo in terms of its 
urban landscape and local culture. 
1.2.2. Political Globalisation 
Waters (199ý) notes that political globalisation. may be defined as "a series of complicated 
processes, including reduced state intervention, globalised political issues, the increasing 
number of international organisations, the formation of regional blocs and the worldwide 
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spread of liberal democracy". Philip McMicheal (1995) argued that the world is on the 
threshold of a major political transition in the political regulation of economic activity, from a 
primarily national to a primarily global form of regulation. Under the pressure of multi-lateral 
agencies, global firms and global and regional free trade agreements, nation states increasingly 
surrender the organisational and ideological initiative to transnational forces. In short nation 
states face a form of colonisation distinct from the previous forms. 
Koshy (2001) stated that global interconnectedness through economic and cultural 
globalisation has evidently decreased the power and effectiveness of policy instruments used 
by the state to control activities within and across its borders. The growth of international and 
transnational organisations and collectiveness has eroded the distinctions between international 
and domestic policies. In other words, globalisation has a profound impact on institutions and 
discourse nationally and internationally. In the process of changing the nature of the state and 
the interstate system, a new political order is being fashioned. 
Individual states are no longer the only appropriate political units for either resolving key 
policy problems or managing a broad range of public functions. States have been encouraged, 
forced in some cases, to increase their political integration with other states and to make 
multilateral negotiations, arrangements and institutions to control the destabilising effects that 
can readily spread beyond national boundaries. The result has been a vast growth of 
institutions, organisations and regimes that have laid a basis for the orderly management of 
global affairs, that is, global governance (Short and Kim, 1999). Further to speak of global 
governance and global polity can be misleading as it conjures images of a world government, a 
single unitary and centralised state, controlling the whole world. 
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1.2.3. Economic Globalisation 
Robertson (1990), argues that the 19'h century idea of the homogeneous unitary nation-state 
was in fact part and parcel of the initial transition toward a global infrastructure, (international 
agencies and institutions, global forms of communication, the acceptance of unified global 
time, the development of global competitions and prizes, the development of standard notions 
of citizenships and human rights) that constituted the key precondition for the recent 
acceleration of economic globalisation. 
Dickens (1998) suggested that it was important to distinguish between the concepts of 
'intemationalisation' and 'global isation'. He defined 'intemationalisation' as the extension of 
economic activities beyond national boundaries as a purely quantitative process involving the 
increase in volume of production. On the other hand 'globalisation' is more qualitative process, 
which is based on the functional integration of economic activities dispersed beyond national 
boundaries. This distinction is related to the complex processes that are now involved in the 
organisation of production chains and the contexts of state and financial markets which they are 
set in. The process of globalisation is driven by the lure of profit and the threat of competition 
in the market. More important, perhaps, globalisation refers to a process of increasing 
economic openness, growing economic interdependence and deepening economic 
integration between countries in the world economy (this is true in the case of third world 
nations and more so in the case of India). 
Mishra (2000) stated that, economic globalisation can be seen as result of many factors, firstly 
as, modem technology of production and marketing enabling efficient producers to sell their 
products world wide, even over tariff barriers. Secondly, with the enbloc export of technology 
and management technics, it is possible to produce a given product at different places with the 
same brand name. Thirdly trade barriers are being removed through global and regional 
6 The European Commission defined globalisation " as the process by which Markets and productions in 
different countries are becoming increasingly interdependent due, to the dynamics of trade in goods and 
services and flows of capital technology", (Thompson, 1999). 
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agreements making it possible for the capital to move transnationally. And finally, the global 
mobility of capital for production is accompanied by the internationalisation of financial 
services. The fundamental attribute of globalisation is the increasing degree of openness in 
most countries 7. There are three dimensions of this phenomenon: 
" International trade, 
" International investment and 
" Intemational finance. 
1.2.3.1. International Trade 
Countries around the world started increasingly adopting similar policy instruments, policy- 
making processes and political agendas to have better trade relations. Almost every country 
underwent some kind of restructuring program in pursuit of a better position in the crowded 
market world. In order to advance their countries' competitiveness over others, governments 
set up business-friendly environments including deregulation, subsidies and labour supplies. 
The spatial dimension of economic globalisation was also reinforced by political attempts to 
institutionalise regional economic co-operation around the world. Examples of such regional- 
economic co-operation are NAFTA (The North American Free Trade Agreement) between the 
United States, Canada and Mexico, EU (European Union), APEC (Asian-Pacific Economic Co- 
operation), ASEAN (Association of Southeast Asian Nations), and in the case of South Asian 
nations SAARC (South Asian Association for Regional Co-operation). 
The influence of the multi- lateral agencies and trade agreements is further viewed by Koshy 
(2001), where there was mention of the new global constitutionalism which has been brought 
in mainly through the WTO (World Trade Organisation), and according to Renato Ruggerio, 
7 Not all states have been affected by and responded to trans-border capitalism in the same way. Individual 
states have faced globalisation with different levels and kinds of resources, different policy reforms and choices. 
This is because globalisation is beset with various limitations; that the markets of the world are not that well 
connected and the flows of capital are still restricted by financial regulation; that the free flow of labour is 
constrained by immigration control; that most of the assets and control centres of the multinational corporation 
are still kept in their homelands, and that the international boundaries and the structure of global economy are 
still affected by the regulation regimes of many nation states. 
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Director General of WTO "We are no longer writing rules of interaction among separate 
national former economies. We are writing the constitution of a single world economy". The 
new constitutionalism is imposed through binding multilateral instruments of the General 
Agreement on Tariffs and Trade (GATT)8, TRIPS and TRIMS agreement that operate under 
the umbrella of the World Trade Organisation (WTO)9 with their own enforcement 
mechanisms. 
1.2.3.2. International Investment 
The world economy has been globalised through the formulation of global production, global 
markets and more currently global finance. The changes in the global economy have been 
particularly noticed in the financial sector and can also be understood in terms of Investment of 
capital abroad, that is 'foreign direct investment' (17131). Direct investment and portfolio 
investment crossing national boundaries have increased dramatically since the mid-1990s. In 
1993, of all the capital invested abroad, 76% was invested in the Western industrial countries 
(and within these countries of the West, 90% of the investment were in Western Europe, North 
America and Japan). During the same time 77% of all investments worldwide have emanated 
from five countries: USA, UK, Japan, Germany and France, which were also the five leading 
countries in world trade. In 1993, about one-fifths of FDI to the developing countries went to 
10 countries: China, Singapore, Argentina, Mexico, Malaysia, Indonesia, Thailand, Hong 
Kong, Taiwan and Nigeria (Axtmann and Grant, 2000). The following table 1.1 (a) shows the 
change in the FDI flows in developing countries and rest of the world and table 1.1 (b) shows 
the change in the FDI flows as % of the GDP. 
8 The GATT was established in 1947 with 23 founding members covering a trade value of US $10 billion. By 
1973 the membership had increased to 99 with a corresponding trade value of US $155 billion. In 1993 the 
number of members reached to 117. The GATT has not been an international organisation as such, but rather a 
6conglomerate of principles, standards and regulations'. All GATT members have been expected to participate 
in conference in which tariff reductions are negotiated. Since its establishment, there have been eight such 
grounds'. The 'Final Act' of the 'Uruguay Round' in December 1993 included an agreement for establishing 
WTO. 
9 WTO came into existence on I January 1995 and has a wider remit than the GATT. It deals primarily with 
intemational trade law and aims at 'universalisation' through the bringing together of the achievements of the 
UN Commission on International Trade Law, the Organisation for Economic Trade and Development, the 
World Intellectual Property Organisation, and entities such as the International Chamber of Commerce in Paris. 
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Table 1.1 (a) FDI flows (in millions of S) 
India 1985-1995 1998 1999 2000 2001 2002 
(Annual 
Average) 
Inward 445 2633 2168 2319 3403 3449 
Outward 23 47 80 336 757 431 
Memorandum 
China 
Inward 11690 43751 40319 40772 46846 52700 
Outward 1591 2634 1775 916 6884 2850 
Pakistan 
Inward 264 507 530 305 385 823 
Outward 15 51 11 31 -17 
South, East and 
South-East Asia 
Inward 30108 90093 105313 138698 97604 88613 
Outward 16501 29852 37087 80614 36907 34225 
Developing Countries 
Inward 50052 191284 229295 246057 209431 162145 
Outward 21517 49837 72786 99052 47382 43095 
World 
Inward 180901 686028 1079083 1392957 823825 651188 
Outward 203414 683211 1096554 1200783 711445 647363 
N. A. Not available 
Source: UNCTAD, World Investment Report 2003; www. unctad. oriz/fdistatistics accessed 14, 
June 2004. 
Table 1.1 (b) FD1 Flows (as a% of GDP) 
India 1985-1995 1999 2000 2001 2002 
(Annual 
Average) 
Inward 0.6 2.2 2.3 3.2 na 
Outward Na 0.1 0.3 0.7 na 
Memorandum 
China 6.4 11.3 10.3 10.5 na 
Inward 1 0.5 0.2 1.5 na 
Outward 
Pakistan 
Inward 3.3 6.4 3.7 4.9 10.7 
Outward 0.3 Na 0.1 0.4 -0.2 
South, East and 
South-East Asia 
Inward 5.4 12.2 14.8 10.3 7.3 
Outward 2.9 4.6 9.1 4.1 9.1 
Developing Countries 
Inward 4.4 14.3 14.6 12.7 10.5 
Outward 2 3.7 6.2 2.9 4.6 
World 
Inward 3.9 16.5 20.8 12.8 12.2 
Outward 4.6 16.9 18.3 11.3 13.6 
N. A. not available 
Source: UNCTAD, World Investment Report 2003; %v-vvw. tinctad-org/fdistatistics, accessed 14, 
June 2004. 
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Table 1.2. (a) FDI Stocks (in millions of S) 
India 1980 1990 1995 2000 2001 2002 
Inward 1177 1668 5652 18916 22319 25768 
Outward 235 281 495 1311 2068 2499 
Memorandum 
China 
Inward 6251 24762 137435 348346 395192 447892 
Outward na 2489 15802 25804 32688 35538 
Pakistan 
Inward 691 1928 5552 6912 5536 6359 
Outward 40 250 403 521 588 571 
South, East and 
South-East Asia 
Inward 216139 340285 582542 1186143 1215410 1304973 
Outward 4746 41259 179462 594356 576590 610816 
Developing Countries 
Inward 307469 551481 920400 2029412 2173769 2339632 
Outward 64606 133088 310864 817450 806524 849464 
World 
Inward 699415 1954203 3001995 6146656 6606698 7122350 
Outward 563997 1762963 2901059 5991756 6318816 6866362 
N. A. not available 
Source: UNCTAD, World Investment Report 2003; www. unctad. orm/fdistatistics, accessed 14, 
June 2004. 
Table 1.2 (b) FDI Stocks (as a% of GDP) 
India 1980 1990 2000 2001 2002 
Inward 0.6 0.5 4.1 4.6 5.1 
Outward 0.1 0.1 0.3 0.4 0.5 
Memorandum 
China 
Inward 3.1 7 32.3 33.2 36.2 
Outward na 0.7 2.4 2.7 2.9 
Pakistan 
Inward 2.9 4.8 11.8 9.2 9.8 
Outward 0.2 0.6 0.9 1 0.9 
South, East and 
South-East Asia 
Inward 27.9 20.9 37 37.2 37.9 
Outward 1.1 2.6 18.9 18 18.1 
Developing Countries 
Inward 12.6 14.8 31.1 33.4 36 
Outward 3.8 3.9 '12.9 12.8 13.5 
World 
Inward 6.7 9.3 19.6 21.2 22.3 
Outward 5.8 8.6 19.3 20.4 21.6 
N. A Not available 
Source: UNCTAD, World Investment Report 2003; www. unctad. oriz/fdistatistics, accessed 14, June 
2004. 
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1.2.3.3. International Finance (Financial Adjustments to Globalisation) 
The globalisation of financial services has been an important enabling factor in the 
globalisation of industry, facilitating transnational corporations' need for access to enormous 
amounts of capital for mergers, acquisitions, and operational restructuring (Versluyen 1981). It 
has brought about a shift from banks' traditional role of supporting trade between nations and 
firms to one of supporting the expansion of the manufacturing capacity of large corporations, 
and of partnerships between the states, international financial institutions, and private capital 
(Sacchar, 1990). 
Adjusting to globalisation and opening up to freer international trade and payments required 
finance and a number of organisations were set up to deal with issues arising form this 
international economic interdependence. This was first recognised at the time of the Bretton 
Woods Conference, as early as 1944, which according to Sassen was an international regime 
based on US dominance in the world economy and the rules for global trade contained in 
Bretton Woods Agreementlo. The Bretton Woods Agreement set up a legal framework for the 
regulation of international transactions, such as foreign currency operations, for countries or 
banks wanting to operate internationally. Euromarkets were initially a Eurodollar market, 
where banks from the US and other countries could do dollar transactions and avoid US 
regulations. 
The result was the formation of Bretton Woods Institutions (BWI' s) or the International 
Financial Institutions (IFI' s), which consisted of the International Bank for Reconstruction and 
Development (IBRD), or the World Bank, the International Monetary Fund (IMF), and the 
International Finance Cooperation (IFC), which were empowered to oversee international 
economic relations, and to foster the expansion and balanced growth of international trade. 
These organisations were established in order to create an international economic regime that 
10 The Bretton Woods Agreement was signed in Bretton Woods, New Hampshire, USA, in July 1944, 
setting up what was essentially a US-run intemational financial system with three poles-The World Bank, The International Monetary Fund and fixed exchange rates-with the US Dollar serving as the 
convertible medium of currency with a fixed relationship to the price of gold. 
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would prevent the recurrence of protectionism and political hostility, which were seen as 
precipitating the Second World War (Van Dormael, 1978, Salmon et al., 2000). There were 
three pillars of the Bretton Woods system: GATT, the World Bank" and the IMF 12 . each 
providing finance to the developing and developed nations and providing a check on their 
operations (Salmon et al., 2000). 
By the late 1960's, however, the system was under pressure. Countries and companies could 
not find sufficient international reserves therefore, new financial regulations (deregulation and 
liberalisation of policies) were introduced where fixed exchange rates disappeared and every 
domestic currency became convertible into every other. It was seen as a breakdown of the 
Bretton Woods System in the 1970's and deregulation of financial markets was tightly linked 
to this breakdown. The US was no longer seen as a dominant economic and military power in 
the world. Japanese and European multinationals and banks became major competitors with US 
firms. 
13 Economic Globalisation since 1980's 
The transnational movement of people, goods, capital and information has been significant 
feature of the world economy for over 500 years. What makes the globalisation of the past 20 
years or so distinctive is that there has been a definitive shift in the proportion of the world's 
economic activity that is transnational. This sort of globalisation has been made possible by the 
absence or the dismantling of barriers to international economic transactions, the development 
of enabling technologies, emerging forms of industrial organisation and political hegemony or 
dominance. 
11 The World Bank otherwise Known as IBRD, aimed at the rebuilding of its members' economies in the 
aftermath of the Second World War. Initially its job was to make large-scale investments in basic 
infrastructure such as power generation and transport. 
12 The IMF was established in order to prevent a recurrence of the disruptions that had plagued the 
1930s. It was established to maintain stability in exchange rates across the world. Exchange rate was 
seen as a prerequisite for the expansion of international trade and for a prosperous international 
economy. In order to achieve this stability in exchange rates, the IMF made its funds available- through 
lending- to states, which suffered deficits on their trade accounts. 
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Further it was noticed that economic openness was not simply confined to trade flows, 
investment flows, and financial flows. It also extends to flows of services, technology, 
information and ideas across national boundaries. A large number of firms got involved in 
transnational activities of production (of both goods and services 13), consumption and 
distribution of the goods and services produced in different parts of the world. Further, these 
flows made possible through transnational corporations, which dominate investment, 
production and trade in the world economy, and international banks or financial intermediaries, 
control the world of finance. In this period of transition, the management of the international 
economic order was to an inordinate extent run from the headquarters of these transnational 
firms. 
1.3.1 Role of Services in Economic Globalisation 
Since the 1980's, there has been a shift in the nature and organisation of transnational 
economic activity, with the global flows of services, capital and information becoming just as 
important as, and in some cases even more important than, the international trade in raw 
materials and manufactured goods. Therefore, by the 1980's service industries were growing 
faster than any other sector of the world-economy (Thrift, 1989). As a result of which the 
services accounted for the largest share of gross domestic product in all but the lowest income 
countries (Peter Dickens, 1997). 
Later, new telecommunications and information technologies in combination with the 
emergence of multinational services firms and deregulation greatly facilitated worldwide 
transactions in services (Daniels, 1993; 1995). Until then, services firms remained domestically 
bound. But in the 1970s and 1980s producer services, began to internationalise, supported by a 
wide range of factors including the increased tradability of some services, occasioned by 
13 Services range from the highly sophisticated, knowledge and information-intensive activities to services 
related with that of cleaning and simple maintenance (Daniels, 1993). Services, it is suggested, can be 
separately categorised into consumer services and producer services. According to Sassen 1991, the central 
notion is that the producer services supported production, whence the name producer services. Examples of 
producer services are insurance, banking, financial services, real estate, legal services, accounting, and 
professional associations (detail about producer services is provided in chapter 3). The demand for services 
increased and the producer services entered a phase of accelerated development, and became central 
components in the work process of both goods- and services- producing firms. 
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advances in tele-communi cations and information technology, as well as better packaging 
Ccustom isation') and government deregulation (further discussed in chapter 3). 
The worldwide production and market expansion of transnational firms led to the explosive 
growth of services especially the producer services as producer services facilitate the 
internationalisation of production in two ways. First, services function to reduce the relative 
distance between places facilitating communications between companies and individuals either 
by developing communication infrastructure or providing advice on global strategies or on 
conditions in foreign markets. Second, producer services firms identify, develop, translate and 
then transfer, new ideas, ways of work and technologies between companies and countries. 
Flows of knowledge produce change either leading to the decline of existing economic 
activities or to alternations in management, organisations, geography and labour practices 
(Bryson et al., 2003). 
1.3.2. Role of Producer Services in Economic Globalisation 
There was a worldwide increase in the role of producer services with internationalisation of 
production and finance that meant the internationalisation of administration and control 
through advanced producer services, activities assisting user firms to carry out administrative, 
development, strategic planning, banking, insurance, real estate, accounting, legal services, 
consulting advertising, and so forth. Further, geographical separation of functions, due to 
growing size and diversity in the components of a firms brought a strong pressure on producer 
services firms to build international networks 14 and consequently pressure towards market 
concentration. The overall result was an increase in the level of complexity at central 
headquarters (these central headquarters are not simply centres for administration and control, 
but also, centres for decisions about product development and expansion and mergers and 
acquisitions in a multiplicity of industries) (Sassen, 1991). 
14 There are three process at work (a) producer services follow clients into foreign countries; (b) producer 
services who have followed a client into a new market encourage their existing clients to develop their 
international operations and (c) producer service suppliers develop their own strategy and begin to pull out their 
existing clients into new markets (Daniels, 1993). 
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Strong orientation towards the global market by growing competition and deregulation became 
necessary for the producer service firms to make decisions about where to locate the 
individuals or establishments that, mediate the firm's operations, involving, transactions in the 
global marketplace. The clients for these producer services (manufacturing transnational 
corporations) went global in search of cheaper services firms. As trading in international 
markets introduces even greater uncertainty because of factors such a cultural differences, local 
regulatory requirements etc., therefore, the strategy of many producer service firms was to 
locate in those places that would allow access to as much information as possible on market 
needs, client expectations, and business practices and regulations. As these multinational 
corporations were located in big cities, so were the producer services. Producer services were 
found to be highly concentrated in central places, with gradually reduced representation in the 
less central places. 
1.4. Cities in Economic Change 
With the globalisation of the world economy, the key roles of the world cities have 
changed and are more recently, concerned less with the deployment of imperial power and 
world trade and more with global capital flows, including transnational corporate organisation, 
international banking and finance (Knox 2000). 
Globalisation is having an influence on those nations/ economies directly involved in its 
articulation and control and also others, which are basing points for its operations. At centre of 
attention are the cities of the world where the work of globalisation gets done (Friedmann, 
1986; Hall, 1966). Globalisation takes place in cities and cities reflect globalisation (Short 
and Kim, 1998). Further, one of the most significant repercussions of the international of 
economic activity generally, and services in particular, has been their association with 'global 
cities' (Moss, 1987; Sassen, 1991,1994; Daniels, 1993; Beaverstock et al. 1999,2000; Bryson 
et al. 2003). 
Today large cities with the requisite infrastructure of telecommunications, suitable office- 
space, a pool of supporting specialist services and labour and a regulatory environment 
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conducive to bond operations are inevitably the key locations for contemporary and specialised 
economic activities (Sassen, 1991). In other words, it is the world cities that are favoured 
locations for the institutions of international production and consumption and the individuals 
and agencies, which support and facilitate these activities. World cities are places in and from 
which global business; finance, trade and government are orchestrated and arranged (Cohen, 
1981; Friedmann and Wolff, 1982; Friedmann, 1986). Therefore, in order to be classified as a 
world city, any city needs to perform these specialised functions. Function rather than size is 
the key criterion. In discussing the new, world-economic order that has emerged since the 
1970's, Thrift (1986b) focuses on the three 'principal groups of actors on the world stage' 
whose activities collectively, have established the infrastructure for the emergence of the world 
city: multinational companies, banks, and the state governments. 
Large and significant cities have been studied by social scientists and been described by them 
as imperial cities, primate cities, great industrial cities, millionaire cities, world cities 15 , global 
capitalist cities, international financial centres, mega-cities and global cities. This variety in 
terminology reflects both the diversity in the nature of the cities and differences of approach to 
the study of cities. Thus it is recognised that cities are viewed in different ways by social 
scientists in different geographical and socio-economic settings. There is a demographic 
tradition, which is largely interested in the sizes of cities and a functional tradition, which treats 
cities as part of a larger system. The demographic tradition is represented in the mega-city 
project, which is exploring the human and ecological implications of contemporary and future 
huge population concentrations (some examples of these being, Million-cities and Mega-cities). 
The functional tradition is to be found in studies of world cities and global cities, which are 
interpreted as integral to contemporary globalisation processes (Beaverstock et al., 1999). 
In more recent times, the conceptual distinction between demographic tradition and functional 
tradition, does not identify such discrete classes of cities, as in it did historically, for example: 
New York and Mexico City are both mega and world cities (despite such overlap- obviously 
15 The concept of world cities, f irst coined by Patrick Geddes in 1915, was reintroduced and expanded by Hall 
in 1966. 
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there is a tendency for demographically large cities to be economically significant cities- the 
differences between the two approaches means that their respective rosters are distinct). 
Calcutta is a mega- city but not a world city. Zurich is a world city but not a mega-city (mega- 
cities can be easily defined in terms of a given population threshold, which cities qualify for 
'world city' status has never been so clearly specified) (Beaverstock, Taylor and Smith, 1999). 
Although, mega-cities have become a world phenomenon and have acquired national 
importance in the countries in which they are located, there is another class of cities that are 
critical to the new global economy. These are world cities, because they perform certain 
functions that differentiate them from others and that help drive the global economy (ibid). 
1.4.1. Mega-Cities, World Cities and Global Cities 
At the beginning of twentieth century, there were II cities with over a million inhabitants, thus 
called the million cities. Later certain cities attained the status of Mega-cities, which were 
simply very large cities by virtue of their population size (Mega-cities are defined as those with 
populations exceeding 8 million, following the United Nations definition, and the threshold of 
population keeps changing). 
In the 1980's, the world cities gained importance when, finance and specialised services 
emerged as the major components of international transactions. The crucial sites for these 
transactions were financial markets, advanced corporate service firms, banks, and the 
headquarters of trans-national corporations, which lie at the heart of the process for the creation 
of wealth, and they were located in cities. The command and control role of the transnational 
corporates, delegated from its headquarters is also, reflected in the activities, which are 
16 typically located in world cities 
16 According to King 1990, the status of a world city in the contemporary world hierarchy may have to do with 
its previous status in a colonial hierarchy and colonial system of production, when the world economy consisted 
largely of trade and the crucial sites were harbours, plantations, factories, and mines. Cities however, were, not 
the key production sites for the leading industries in the 1800's; the production of wealth was centred 
elsewhere. This meant that a large number of countries in Asia, Africa, Latin America, and the Caribbean were 
key sites in this geography. International flows consisted of raw materials, agricultural products or mining 
goods (specially from the third world countries), the geography of transactions was in part determined by the 
location of natural resources. Cities were already servicing centres at that time and developed alongside 
harbours. Trading companies were dependent on multiple industrial, banking, and other commercial services 
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World cities are places in and from which global business; finance, trade and government are 
orchestrated and arranged (Cohen, 1981; Friedmann and Wolff, 1982; Friedmann, 1961). 
Therefore, in order to be classified as a world city, any city needs to perform these specialised 
functions. Function rather than size is the key criterion. These activities include corporate 
management, banking, finance, legal services, accounting, technical consulting, 
telecommunications, computing, international transportation, research and higher education 
(Friedman and Wolff, 1982). 
The first group of theories relate to the formulation of world cites and global cities (Hall, 1966; 
Castells, 1972; Cohen, 1981; Friedmann and Wolff, 1982) and the second group is more 
concerned with the role of concentration and the growth of producer services. 
Hall distinguished world cities from other places of great population and wealth because they 
were major centres of political power, seats of national and international government and 
concentrations of related professional bodies, trade unions, employers' federations and 
corporate concerns. They were also centres of trade, finance and communication. 
Characteristically they were great ports, distributing imported goods to all parts of their 
countries and in return receiving commodities for export to the other nations of the world. 
Within each country they were the focus of road and rail networks and sites of major 
international airports. Such activities gave the cities distinctive social and economic 
characteristics, which were reflected in their status as centres of professional talent in the fields 
of medicine, higher education, research, culture and the arts. They were known for their 
universities, hospitals, concert halls and museums. On these bases, the places recognise by Hall 
as being world cities in 1966 were London, Paris, Randstad, Rhine-Ruhr, Moscow, New York 
and Tokyo. 
Manuel Castells (1972) and David Harvey (1973) revolutionised the study of urbanisation with 
their work. Their special achievement was to link city forming processes to the larger historical 
located in cities. Thus in the structure that existed in the I 800's (where taking the empire as a single political 
and economic unit), city was taken to refer to one of three categories: the metropolitan capital of a colonial 
empire (conventionally speaking, an 'imperial city' e. g. London, Amsterdam, and Paris); the capital city of a 
colony within the empire (Delhi, Elizabethville, and Rabat); colonial port cities and regional administrative 
centres. 
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movement of industrial capitalism. Henceforth, the city was no longer to be interpreted as a 
social ecology, subject to natural forces inherent in the dynamics of population and space; it 
came to be viewed instead as a product of specifically social forces set in motion by capitalist 
relations of production. Class conflict became central to the new view of how cities evolved. 
Another early and influential formulation of the world city idea, is to be found in Robert 
Cohen's (1981) examination of the way in which the emergence of the new international 
division of labour, the competitive strategies of multinational corporations, and the associated 
transformation of specialised corporate services contributed to the emergence of a new 
hierarchy of world cities in the USA. Cohen's study revealed that by mid-1970's, an extremely 
limited number of cities within the US urban hierarchy were functioning as global centres of 
business and corporate services. Cohen argued that future developments within the world 
economy, notably the ongoing internationalisation of capital and the growing dependence of 
corporations on advanced business services, would lead to a further concentration of corporate 
and financial decision-making in existing world cities over the following decade. These trends, 
he suggested, would further exacerbate uneven urban development in developed nations by 
drawing decision-making activities away from national and regional centres to the world cities. 
Friedmann and Wolff (1982) provided the world city hypothesis, which was about the spatial 
organisation of the new international division of labour. They explicitly linked the emergence 
of world cities to restructuring of the world economy, spatial organisation of the new 
international division of labour, and, in particular, the strategies of the trans-national 
corporation. As such, it was concerned with the contradictory relations between production in 
the era of global management and the political determination of territorial interests. It helped to 
understand what happens in the major global cities of the world economy and what much 
political conflict in these cities was about. Although it could not predict the outcomes of these 
struggles, it did suggest their origins in the global system of market relations. 
Friedmann (1986) was the first to provide most widely used, list of world cities, which he 
revised later. His notion was that there is a distinct category of 'global' or 'world cities' 
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housing activities and organisations that exert international co-ordination and control. He 
defined world cities as: 
Basing points in the spatial organisation and articulation of production and markets 
-- Major sites for the concentration and accumulation of international capital 
Centres of corporate headquarters, international finance, global transport and 
communications, and high level business services 
-- Points of destination for both domestic and international migrants. 
Friedmann's list vary in 1986 consisted of thirty centres arranged in a world urban hierarchy. 
These include primary and secondary cities in the core countries with industrial market 
economies, and primary and secondary centres in semi-peripheral countries with upper middle 
income market companies. Ilis criteria were: status as a financial manufacturing and 
transportation centre; number of head quarters of transnational corporations; number of 
international institutions present; rate of growth of business services; and population size 
(shown in table 1.3 below). 
Table 1.3. Hierarchies of World Cities 
Core countries Semi-periphery countries 
Primary Secondary Primary Secondary 
Europe 
London Brussels 
Paris Milan 
Rotterdam Vienna 
Frankfurt Madrid 
Zurich 
America 
New York Toronto Sao Paulo Buenos Aires 
Chicago Miami Rio de Janerio 
Los Angles Houston Caracas 
San Francisco Mexico City 
Asia 
Tokyo Sydney Hong Kong 
Taipei 
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Manila 
Bangkok 
Seoul 
Africa 
Johannesburg 
Source: Friedmann (1986) 
As multinational production and international finance became more dominant in Europe and 
Asia, an earlier hierarchy of national centres began to be displaced by a new hierarchy, 
characterised by corporate headquarters of multinational headquarters and banks. 
Thrift (1989) recognised three main strata of world cities. At the top there are truly global 
centres, which contain many head offices, branch offices and regional head quarters offices of 
the large corporations offices and regional headquarters offices of the large corporations and 
banks. They account for the most of the major business dealing, on a world scale. Second, there 
are zonal centres which have corporate offices of various types and serve as important links in 
the international business system but are responsible for particular zones rather than for 
business on a world scale. Third, there are regional centres, which host many corporate offices 
and foreign financial outlets but are not essential links in the international business system. The 
three main strata of world cities are shown in the following table 1.4. 
Table 1.4. Thrift's Three Main Strata of World Cities 
Regional 
Global Centres Zonal centres Centres 
New York Paris Sydney 
London Singapore Chicago 
Tokyo Hong Kong Dallas 
Los Angeles Miami 
Honolulu 
San Francisco 
Source: Thrift, 1989 
During the 1980's _19901s, the global economy experienced a series of economic structural 
adjustments triggered by the relative decline of the once-powerful industrial centres of the US, 
the EU, and more recently Japan and by the rise of rapid industrial isation in several developing 
countries. This has changed the configuration of mega-cities and defined new conditions for 
their transformation towards the 21' century. World cities are not mere outcomes of a global 
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economic machine, but rather the loci of key structures of the world economy itself (Sassen, 
1991). Over the last few years, the meaning of the term and hence the list of centres has been 
refined and revised as world cities have become a major focus of research interest (King, 1990; 
Sassen, 1991; 1994). 
More recently, Sassen has extended these arguments, suggesting that transformations in the 
world economy, underway since the 1960's have produced a new global economic order 
characterised by a complex duality of spatial dispersion and global integration, in the 
organisation of economic activity. This combination, she suggests, has 'created a new strategic 
role for major cities'. The territorial dispersion of economic activity associated with 
globalisation, creates a need for expanded centralised control and management. In her classic 
study, Sassen in 1991 examined the issues through a detailed analysis of the space economy of 
the producer services in order to specify the type of location that New York City, London, and 
Tokyo constitute for these industries. 
The new, global city has emerged as a highly concentrated command point in the organisation 
of the world economy operating not only as a focus of corporate control but also as a site for 
post-industrial production in specialised business and producer services and financial 
innovation (Sassen, 1991). Some have been centres for world trade and banking for centuries, 
but beyond these longstanding functions, today's global cities are 
1. Command points in the organisation of the world economy 
2. Key locations and marketplaces for the leading industries of the current period, which are 
finance and specialised services for firms 
3. Major sites of production for these industries, including the production of innovations. 
In short, for Sassen (1991), the concept of global city has emerged because of two inter-related 
factors: the globalisation of economic activity, and the organisational structure of the producer 
services and finance industry itself - 'rather than a detailed analysis of the economic base of 
the cities themselves'. With respect to the globalisation of economic activity, translated as 
being the shift to services and finance on a global scale, Sassen (1991) believes that these 
processes have brought 'about a renewed importance of major cities as sites for certain types of 
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production, servicing, marketing, and innovation. ' Cities have emerged as key locations for the 
production of such innovations. Thus it can be now said that, the role of cities has changed 
increasingly with the spread of globalisation. 
Knox (1995) defined world cities as centres of transnational corporate headquarters, of their 
business services, of international finance, of transnational institutions, and of 
telecommunications and information processing. These cities are basing points and control 
centres for the independent skein of financial and cultural flows which together support and 
sustains the globalisation of industry. 
1.4.2. World cities as Financial Centres 
Today large cities with the requisite infrastructure of telecommunications, suitable office- 
space, a pool of supporting specialist services and labour and a regulatory environment 
conducive to bond operations are inevitably the key locations for contemporary and specialised 
economic activities. In other words, it is the world cities that are favoured locations for the 
institutions of international production and consumption and the individuals and agencies, 
which support and facilitate these activities. World cities are places in and from which global 
business; finance, trade and government are orchestrated and arranged (Cohen, 1981; 
Friedmann and Wolff, 1982; Friedmann, 1986). Therefore, in order to be classified as a world 
city, any city needs to perform these specialised functions. Function rather than size is the key 
criterion. 
According to Sassen, mere population size is not sufficient to explain the level of a city's 
economic power in the world economy. Some of the cities with large populations in the world 
have no headquarters of major firms or banks, New York, London, and Tokyo, on the other 
hand, have large concentrations of top-level headquarters in the financial, industrial, 
commercial and producer services sectors, even though they are far from being the most 
populous cities. 
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As per a study by Feagin and Smith (1987), 75% of the then I million cities had no 
headquarters of the top 500 multinationals at all, shown below in table 1.5 
Table 1.5 Million 
CITIES 
TOKYO 
NEW YORK 
OSAKA 
MEXICO CITY 
SAO PAULO 
SEOUL 
LONDON 
CALCUTTA 
BEUNOS ARIES 
LOS ANGELES 
BOMBAY 
PARIS 
PEKING 
RIO DE JANEIRO 
CAIRO 
SHANGHAI 
CHICAGO 
DELHI 
PHILADELPHIA 
ESSEN 
Source: Feagin and Smith 1987 
POPULATION No. Of Top 500 
('000's) HEADQUARTERS 
26200 34 
17082 59 
15900 15 
14600 1 
12700 0 
11200 4 
11100 37 
11100 0 
10700 1 
10519 14 
9950 1 
9650 26 
9340 0 
9200 1 
8500 0 
8500 0 
7865 18 
6889 0 
5254 2 
5050 18 
On the other hand some cities with less population had more number of headquarters of these 
transnational firms, such as New York, London, Tokyo, Paris, Chicago, Essen and Osaka 
having more than 15 headquarters, as shown below in table 1.6. 
Table 1.6. Cities with Top 500 Headquarters 
CTIES 
NEW YORK 
LONDON 
TOKYO 
PARIS 
CHICAGO 
ESSEN 
OSAKA 
LOS ANGELES 
Cities showing the No. Of Headquarters of 500 multinationals 
POPULATION 
('000's) 
17082 
11100 
26200 
9650 
7865 
5050 
15900 
10519 
No. Of Top 500 
HEADQUARTERS 
59 
37 
34 
26 
18 
18 
15 
14 
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HOUSTON 3109 11 
PITTSBURG 2171 10 
HAMBURG 2250 10 
DALLAS 3232 9 
ST. LOUIS 2228 8 
DETROIT 4315 7 
TORONTO 2998 7 
FRANKFURT 1880 7 
MINNEAPOLIS 2041 7 
SAN FRANCISCO 4920 6 
ROME 3115 6 
STOCKHOLM 1402 6 
Source: Feagin and Smith (1987) 
Reed's (1984) analysis of 16 measures of financial status including capital, assets, deposits and 
earnings of international banks headquartered in the centre; the volume of international 
currency clearings; the size of the Eurocurrency market; foreign financial assets and liabilities; 
the number of internationally active banks present; and the indices of global linkage, suggests 
that this group has four levels. This is shown in table 1.7: 
Table: 1.7. The Hierarchy of Global Financial Centres in 1980 
Supranational Centers, First 
order 
London New 
York 
Supranational Centers, Second 
Order 
Amsterdam Frankfurt Paris Tokyo 
Zurich 
International Financial First 
Centers Order 
Basel Bombay Brussels Chicago 
Dusseldorff Hamburg Hong Madrid 
Kong 
Melbourne Mexico Rio de Rome 
Janeiro 
San Francisco Sao Singapo Sydney 
Paulo re 
Toronto Vienna 
International Financial Second 
Centers Order 
Bahrain Buenos Kobe Los Angles 
Aires 
Luxembourg Milan Montreal Osaka 
Panama City Seoul Taipei 
Source: Reed (1984) 
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In the above classification, the highest tier consists of supranational financial centres, which are 
headquarters for a large number of internationally active banks that are well connected to other 
centres throughout the world and the next tier has a smaller number and so on. 
The globalisation of financial intermediaries, suggest a world hierarchy of financial centres is 
in the process of forming (Meyer, 1991 a; Sassen, 199 1; Timerlake, 1995). According to Meyer 
(1991), the global headquarters of the leading firms will concentrate in a few centres. World 
regional financial centres will house the branch offices of these global firms. The regional 
branches will concentrate in those cities that offer the greatest access to information about the 
world regional economy. The pivotal regional centres most likely will be those that house 
financial intermediaries headquartered there with a long experience in the world region. 
1.5. World Cities and their Networks 
In his treatment of cities, Manuel Castells (1996) considers them to be 'not a place but a 
process'. By this he means 'a process by which centres- are connected in a global network'. 
World cities exist because they are the chosen locations for the agencies of global capitalism. 
They are places in which the principal business functions have developed and are concentrated 
and from which global corporate, financial and political control is exercised. 
According to Taylor (2004), if cities in general are a process in the Castellian sense, then it 
follows that there can be no such entity as 'the city' meaning a single city. Cities are networks; 
individual cities within networks have hinterlands but the latter are never sufficient to create 
and maintain an, 'isolated city'. The latter is a myth that appears in archaeology in the search 
for the first city, sometimes called the mother city. There is no such process of one city initially 
standing alone but whose success then diffuses the idea of' the city' throughout the region. It is 
city networks that are constructed in any urbanising region: there are always multiple 'mother 
cities'. Cities need each other. Similarly, the single city at the centre of Von Thunen's famous 
'isolated state' is an abstraction defining a situation that could not happen. Even capital cities 
need other cities. 
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Functional tradition studies how large cities in different parts of the world have changed 
and reacted to new socio-economic challenges and opportunities. More recently cities, are 
distinguished by their roles as sites for the accumulation and concentration of capital and as 
places from which its distribution and circulation are organised and controlled, mainly the 
world cities (Sassen 1991). In other words, cities are no longer defined by their population size, 
but rather are defined by the operation of their externally linked functions (which is the concept 
of the functional city system, Lo and Yeung, 1998) where, a network of cities are linked, often 
in a hierarchical manner based on a given economic and socio-political function at the global or 
regional level. The collection of different functional networks of a city serves to define that 
city's external linkages with the world economy and its status within the 'world city system'. 
As a result within cities there was a formation of a trans-national economic core of banking and 
other service activities that came to replace the older, typically manufacturing-oriented, core. 
Cities have become centres of innovation and distribution of various economic activities 
largely carried out by transnational corporation organisations, with the help of international 
banking and finance, government organisations, and the work of international agencies. World 
cities became centres of transnational corporate headquarters, of their business services, of 
international finance, of transnational institutions, and of telecommunications and 
informational processing. What comes out of this is that the hub points in the global network 
are world cities (Sassen 1991). 
Based on the growing centralisation of corporate control functions, and the resulting linkages, 
it is possible from this framework to arrange cities into a complex global hierarchy. Particular 
cities within the hierarchy perform specific roles. Clark (1996), stated world Cities are 
characterised by concentrations of headquarters of global corporations; commodity, currency 
and securities exchanges; and head offices of producer services offices. In other words, it is 
the world cities that are favoured locations for the institutions of international production 
and consumption and the individuals and agencies, which support and facilitate these 
activities. 
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According to a study by Sassen (1991), New York, London were leading producer and 
exporters in accounting, advertising, management consulting, international legal services, 
engineering services, information products and services, other business services. They were the 
most international markets for these services, with New York the largest source of service 
exports. Tokyo was then emerging as an important centre for the international markets for the 
international trade in services going beyond its initial role, which was restricted to exporting 
the services required by its large international trading houses. 
Further, these leading firms in advanced producer services have developed vas multinational 
networks containing special geographic and institutional linkages that make it advantageous for 
clients to use a growing array of service offering from the same supplier. Global integration of 
affiliates and markets require making use of advanced information and telecommunications 
technology which come to account for a significant share of costs, which can be operational 
and for research and development. This factor explains the need for acquisitions and mergers, 
which consolidates the position of a few very large firms especially the producer services 
firms. These big producer services firms have emerged as firms that can control a significant 
share of national and international markets. 
Topologically, a network consists of nodes and links that display a pattern of connections. In 
human geography this simple graph theory approach has been used to describe transportation 
and communication networks (Taaffe, Gauthier, and O'Kelly, 1996). For world cities, 
international airline flights have been used to define a global transport network (Keeling 1995; 
Kunzmann 1998; Rimmer 1998), and new electronic communication linkages have been 
researched (Graham and Marvin 1996; Rimmer 1998). Following on from the idea of control 
and command centres, world city formation was initially defined in terms of location of 
transnational corporate headquarters, both worldwide and regional (King, 1990; Beaverstock, 
Smith, and Taylor, 2000). 
More recently, a more refined definition focuses upon just one category of a multinational firm, 
those providing business services. Like all cities past and present, world cities provide services 
but contemporary advanced producer services are different; they constitute a leading edge of 
. 
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the world economy in their own right. This is Sassen's (199 1) basic argument: these cities have 
64a particular component in their economic base" that gives them a" specific role in the current 
phase of the world economy". As locales for service innovations in such areas as multi- 
jurisdictional law and new financial instruments, world cities constitute concentrations of 
information and knowledge necessary for new service productions by advanced producer 
service firms (Beaverstock, Smith, and Taylor, 2000). World cities have become centres for the 
production and consumption of the advanced services in the organisation of global capital. 
There have been numerous studies of the "geography of advanced producer services" (Daniels 
and Moulaert 199 1) but they have not addressed this topic of city network formation. 
According to Taylor (2001), infrastructure networks are important and are necessary to support 
the world city network but they do not define them. In the original conception of world cities as 
control and command centres it is the multinational corporations who are the key actors, the 
loci of the decisions behind the control and command. Thus, as well as the world economy as 
the supra-nodal level, there exists a critical sub-nodal level within the network: it is the 
behaviour of firms within and across cities that creates world cities as the nodes of the network. 
Accepting Sassen's (1994) basic conception of world city formation, how it can it be extended 
to account for world city network formation? The starting point is that it is large global 
service firms, not cities per se that, are the key actors in world city network formation. In 
order to carry out their business they seek out knowledge-rich environments - world cities - in 
which they can prosper. The success of each firm is dependent upon their location strategies of 
having offices in selected world cities. These are the office networks of firms through which 
they provide their global service. The ideal is to be able to produce a seamless service for every 
client whatever the locational scale and complexity of a given project. Each world city, 
therefore, is constituted as a particular mix of advanced producer service offices. In short, 
today the world city network is a complex amalgam of multifarious office networks of 
corporate services firms. 
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In other words instead of international firm as vertically integrated worldwide business 
hierarchy, much recent reflection about the organisation of global business has turned on the 
notion of the firm as the central node in a variety of global linkages, ranging from ownership to 
alliance, and including cross-investment, technology and production partnerships, and research 
and development (R&D) collaborations. One key element of the functional world city system is 
that new networks and linkages are created in the system and world cities are at the points of 
convergence of these networks and thus acquire growing centrality and importance. Network 
functions are engendered through financial flows, headquarter-branch relations, high-tech 
service intensity, and tele-communications networks (Lo and Yeung, 1998). 
More recently a lot of attention has been paid by various social scientists on this functional 
world city network (based on Saskia Sassen's model of location of producer services in major 
world cities). The Globalisation and World Cities (GaWC) Research Group and Network is a 
real and virtual organisation dedicated to the study of inter-city relations under conditions of 
contemporary globalisation. The first task of GaWC has been to create a preliminary roster of 
world cities, empirically based on Beaverstock, Smith and Taylor (1999), work of initial data 
collection. 
In " Roster of world cities", Beaverstock, Smith and Taylor (1999), constructed an inventory of 
world cities based upon their level of advanced producer services (focusing on four key 
services: accounting, advertising, banking and law). The first results of this exercise were to 
identify three levels of global service - prime, major and minor centres - for each of the four 
sectors. They identified 13 cities as prime global accountancy service centres, 37 as major 
accountancy global service centres and 27 as minor global accountancy service centres. This 
information is combined across all four sectors to provide measures of the global capacity in 
terms of these advanced producer services, to def i ne 'world city-ness' (second task of GaWC). 
Taylor and Walker (2001) studied the similarities in firm's locational patterns and distinctive 
cross-city profiles. A key finding was that most cities group into regional or interregional 
clusters; London and New York (but not Tokyo) are exceptional in forming their own 
distinctive 'global city' dimension. The overall conclusion is that world city formation, a core 
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process of globalisation, has created a rich and informative geographical complexity. Since 
there is order to the complexity, they also provided a multifarious research agenda derived 
from their first comprehensive, comparative analysis of world cities. 
Based upon the enabling technologies of combining computers with communications, world 
cities have taken the traditional service role of cities into a global scale of operation to provide 
a 'skeletal' structure for globalisation (specified through a series of papers). In first paper of the 
series, Taylor (2001), provided a precise specification of the world city network. Although 
there has been much reference in the literature to concepts such as 'global network of cities' 
actual specification was lacking. By identifying the world city network as an interlocking 
network with three levels - network, nodes (cities), and sub-nodes (global service firms) -a 
specification was derived in which the firms were the major creators of the world city network. 
Firms 'interlock' cities through their office networks that are perforce world wide to service 
global corporations with a branded seamless service. The specification consisted of a basic 
city-firm matrix of 'service values' provided by each firm in each city from which are derived 
inter-city matrices of interlocking connections. 
In their second paper Taylor, Catalano and Walker (2001a), described how they have 
operationalised the specification through measurement of the world city network. There was 
reference to, much quantitative data in the literature, which was used to rank cities in 
importance without any attempt to consider connections between cities. In their third paper 
Taylor, Catalano and Walker (2001b), in addition to the empirical aim of describing the basic 
configuration of the world city network, the paper provided a methodological purpose, where 
they adopted an exploratory approach to the data analysis using a series of principal component 
analysis. 
1.6. Position of Indian Cities in this Network of World Cities 
With all the steps taken towards accommodating economic globalisation during the 1990's 
(further discussed in chapter 2), the position of Indian cities as world cities has changed. 
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During the last decade, large number of trans-national manufacturing and services firms have 
opened their offices in Indian cities and made Indian cities a part of their worldwide network. 
The development in the information and communication technology and the Software 
Technology parks in many Indian cities led, cities like Banglore and Hyderabad to receive 
attention from a large number of trans-national firms. So much so that some tarns-national 
firms have opened their R and D centres, while some firms have moved their back-offices to 
these cities. Large foreign banks and insurance companies were allowed to open their offices in 
major Indian cities, which further helped in integration of Indian banking within the world 
financial system. 
All the development in various industrial and services sectors has not helped major Indian 
cities to be able to attain high positions as world cities based on the criteria of having large 
number of trans-national offices of producer services firms or hubs of financial institutions, or 
accountancy firms etc. According to the number of studies conducted on world cities and 
global cities, none of the Indian cities came near being classified as global cities. The city, 
which comes out closely to be called a 'global city' is Mumbai (Taylor et al. 200 1). Other cities 
that have shown some signs of becoming global cities e. g. N. Delhi and Banglore, due to 
number of trans-national firms operating form these cities and conducting large amount of 
trans-national activities. It is therefore, of this dissertation to investigate these suggestions. 
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CHAPTER 2 
ECONOMIC GLOBALISATION IN INDIA 
2.1 Introduction 
According to Nayyar (1997), economic globalisation can be defined, simply, "as the expansion 
of economic activities across political boundaries of nation states. More important, perhaps, it 
refers to a process of increasing economic openness, growing economic interdependence and 
deepening economic integration between countries in the world economy". 
But economic globalisation is seen differently by various states of different economic order and 
not all states have been affected by and responded to the modem day globalisation in the same 
way. Individual states have faced globalisation with different levels and kinds of resources, 
different histories and cultures, different policy options and choices. For example, the ultimate 
objective of economic globalisation or in other words the fundamental attribute of economic 
globalisation for the developed nations was the increasing degree of economic openness and in 
the developing nations, was especially to increase their growth rate. 
In the developed world economic globalisation began in the 1970's and 1980's, by dissolving 
many boundaries between national financial markets, whereas the developing nations then, 
were still struggling. They continued facing problems at both macro and micro levels of their 
economies. Even though the developing countries have always been a part of world economy 
and have always participated in international trade through exports and imports of goods and 
services, but the actual process of globalisation of the developing countries in the sense of their 
integration with the world economy accelerated in the last two decades (Sengupta, 2000). 
'According to Knox (1996), the distinction about the globalisation of the past 20 years or so is, first, that there 
has been a decisive shift in the proportion of the world's economic activity that is trans-national in scope. At the 
same time there was a shift in the nature and organisation of trans- national economic activity, with 
international trade in raw materials and manufactured goods being eclipsed by flows of goods, capital, and 
information that take place within and between trans-national conglomerate corporations. 
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This ongoing phenomenon of globalisation in the developing nations, was beset with various 
limitations; some of them being markets of the world that were not that well connected and the 
flows of capital were still restricted by financial regulation; that the free flow of labour were 
constrained by immigration control; that most of the assets and control centres of the 
multinational corporations were still kept in their homelands, and that the international 
boundaries and the structure of global economy were still affected by the regulation regimes of 
many nation states (Castells, 1996). 
This ultimate objective of increase in the growth rate was realised by a lot of developing 
nations (mainly the Latin American and East Asian countries) in the late 1980's and early 
1990's, as they took measures to accommodate economic globalisation, by adopting new 
economic policies. Until then the developing nations had followed a model of development in 
which state played an active role and some of them also chose policies, which resulted in 
closing their economies to the rest of the world (Shroff, 1999). The aim of these new economic 
policies was openness to trade, the size of the fiscal deficit, and the nature of exchange rate and 
finally to integrate within the world economy. During this 10-year period between 1980 -90 
India also experienced this sort of globalisation - political, social and economic - each 
influencing and being a part of the other (Nayyar, 1997; Kumar, 2000; Sengupta, 2001; Basu, 
2001; Harriss, 2001). 
Therefore, the purpose of this chapter is to firstly, view the process of economic globalisation 
that took in the developing countries, and secondly, how this process occurred in India under 
its then prevailing economic conditions. Thirdly, the changes that were made in Indian 
economic policies to accommodate this sort of globalisation, especially the macro level 
economic changes that were made to accommodate globalisation, which include the growth 
oriented structural adjustment programme adopted by India and financial programming, that 
led to the change in balance of trade, increase in growth rate and GDP. Further, to study the 
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effect this economic globalisation has had on the society and the polity of the country. Finally, 
this chapter views the role of producer services in changing the role of major Indian cities. 
2.2. Economic Globalisation in the Developing Countries 
It was during the 1950's, most developing countries felt the need for economic self-reliance 
and followed a model of development in which the state played an active role. Some of them 
also chose policies, which resulted in closing their economies to the rest of the world. 
According to Sengupta (2000), the rationale of such policies of protection, known as import 
substitution strategy, was to increase the effective rates of return on domestic activities from 
enlarging domestic markets. But the economic situation in these countries did not change 
much. These policies in effect not only reduced their growth of imports but also diverting 
resources from less profitable exporting activities reduced their growth of exports. The impact 
of such inward-looking policies was felt in distorting the prices and the production structure of 
these countries, resulting in inefficiencies and losses in potential output. 
But, in the 1970's several changes in the international economic environment (where the 
developed countries were dissolving boundaries between national financial markets) had 
diluted the appeal of such policies and therefore, developing countries adopted certain severe 
measures to improve their economic situation. A number of east-Asian countries shifted their 
focus from the existing inward-looking development policies, to outward-looking strategies 
and through improvement in efficiencies succeeded in raising the rates of growth of their GDP 
(Sengupta, 2000). This was seen as a step towards economic globalisation. 
It was during the 1980s and 1990s 2, known as the first phase of globalisation of the developing 
countries that these nations opened up to international trade and payments, and started getting 
integrated with each other through current account convertibility. And it was during this period 
of the globalisation process the integration of their economies was being effected more through 
2 Chossudovsky (1997), states that, in the 1990' s the macro-economic reforms adopted by the OECD 
(Organisation for Economic Co-operation and Development) countries contained many of the essential 
ingredients of the 'structural adjustment programmes' applied in the Third World and Eastern Europe. 
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the markets of trading in goods and services and of current payments, and not through capital 
markets for free cross-border movements of savings and investments. However, the 
participation of nations in this growth in trade differed substantially both over time for a nation 
and among nations as shown in table 2.1. 
Table 2.1. The average annual growth rate of merchandise trade in the world and selected 
nations, 1970- 1992 (%) 
WORLD 
High- Income 
Countries 
GERMANY 
HONG KONG 
JAPAN 
UNITED STATES 
Upper- Middle 
Income 
BRAZIL 
MALAYSIA 
MEXICO 
SOUTH KOREA 
Low- Middle 
Income 
CHILE 
MOROCCO 
THAILAND 
TURKEY 
Low- Income 
Countries 
CHINA 
INDIA 
NIGERIA 
TANZANIA 
EXPORTS IMPORTS 
1970-1980 1980-1992 1970-1980 1980-1992 
4 4.9 4 4.9 
5 4.6 4.6 
9.7 55 
9 4.6 4.6 
6.5 3.8 4.3 
8.5 54 
4.8 11.3 3.7 
13.5 1.6 5.5 
23.5 11.9 11.6 
10.4 5.5 4 
3.9 5.5 3.7 
10.3 14.7 5 
4.3 9 5.7 
8.7 11.9 11.3 
4.3 5.9 3 
0.4 1.7 19.4 
-7.5 -1.2 -0.6 
5.7 
12.6 
6.6 
6.1 
1.5 
7.9 
3.8 
11.2 
3.5 
4.4 
11.5 
9.6 
9.2 
1.9 
-10.5 
-1.3 
Source: Meyer, 1998 
The above table 2.1 shows the changing nature of foreign trade during the first stage of 
economic globalisation in the world i. e. during 1970-80 and the second phase during 1980-92 
with a view to understand the change in the foreign trade due to the change in the economic 
policies. The countries which showed an increase in their exports in the 1980-92 period were 
Malaysia, Thailand, the low income countries mainly China and India, which can be seen as 
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result of changing trade policies, making it favourable to export to developed nations. This 
table also shows that there was an increase in imports by all the high-income countries during 
the period 1980-92. Also there was an overall increase in imports by Malaysia and all the low- 
middle income countries except Chile. Further, the low-income countries during the same 
period registered a decrease in the number of imports. Therefore, these low-income countries 
achieved their aim of decrease in imports and increase in exports during the first and second 
stage of economic globalisation. 
By the middle of the 1990s, several developing countries had almost fully integrated their trade 
and payments system with the international economy, making their current as well as capital 
account fully convertible. Others kept some restrictions on their capital account while making 
their current account almost completely convertible. Nearly all developing countries became 
members of the WTO, subjecting them-selves to the discipline of non-discriminatory trade 
liberalisation. Even those who did not open up fully their trade and payments system had to 
accept that whatever restrictions they maintained would only be temporary and that they would 
have to adjust in time to the full implications of globalisation. 
2.3. Economic Globalisation in India 
At Independence, India's economic and social policy was grounded in broadly socialist 
ideology and its foreign policy in non-alignment. The Soviet model of planned economy or in 
other words the socialist ideology necessitated curbing concentration of economic power in few 
hands. Coupled with pessimism on exports, the whole development strategy in India centred on 
direct intervention of the state in terms of providing direction, controls, regulation and even 
direct participation in economic activities (Dholakia and Kapur, 2001). Economic growth was 
sluggish, sarcastically described as 'Hindu rate of growth', hovering around 3 per cent a year. 
With the population growth of nearly the same order there was hardly any improvement in the 
standard of living. Poverty was rampant reaching, according to some measures, a level of 50 
percent or more. Human deprivation in terms of access to health, education, nutrition was 
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extremely serious. India's version of state capitalism took the form of high degrees of 
economic regulation through conservative Five-Year Plans, initially concentrating on 
industrial isation and modernisation through massive capital investment, gradually 
concentrating more on welfare and poverty alleviation. 
By the late 1960's planning emphasis moved to attaining self-sufficiency in food by the 
introduction of "Green Revolution". The Green Revolution delivered the absolute quantities of 
grain but, at the local level, it polarised large- and small-scale producers and, at the national 
level, it opened up huge differences between regions with capitalist and semi-subsistence based 
agriculture. The early Congress governments had been unable to make land reforms stick. 
When the Gulf War caused a rise in the fuel prices and temporarily stopped valuable 
remittances from expatriate workers in the region, the result was a balance of payments crisis; 
the noose tightened and India found it impossible to borrow on the world's markets. In the 
1980's, against this background, the process of economic globalisation started in India. 
It was India's experience over the years and the successes of other developing nations, who 
chose to keep their doors open, persuaded, India to change track and move towards greater 
openness. By the end of the 1980's, the policy paradigm of most developing countries had 
undergone a change, moving from inward-looking, import-substituting, regulatory regimes 
to outward-looking, export-promoting market oriented policies. And here was a situation in 
which India, who had so long struggled to build up her own independent economy, was forced 
to accept a structural adjustme nt3 loan from the World Bank (broadly speaking, a structural 
adjustment program comprises a set of economic measures designed to achieve broad inter- 
related short-run macroeconomic targets). 
3 As discussed by Milward (2000), 6structural adjustment is the process by which IMF and the World Bank base 
their lending to underdeveloped economics on certain conditions, pre-determined by these institutions'. The 
prc-conditions concern the drafting and implementation of economic policies that are acceptable to the 
institutions themselves. Although the actual structural reform programmes vary from nation to nation and 
depend upon the nature and seriousness of the balance of payment difficulties, the objective of all IMF policies 
is to enhance export and curtail domestic consumption. Since, the overall Indian economic conditions at the 
time were not much different from those in other nations, under which the structural adjustment programmes 
imposed elsewhere, India decided to adopt the structural adjustment programme. 
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23.1. Structural Adjustment Programme Adopted to Accommodate Economic 
Globalisation in India 
Broadly speaking, a structural adjustment programme comprises a set of economic measures 
designed to achieve broad inter-related short-run macroeconomic targets. The fundamental 
objective of all such structural programmes is to provide for an orderly adjustment of both 
macroeconomic and structural imbalances to increase the growth rate and achieve the desired 
other individual short-term targets (Rao and Singh, 1997). 
According to Kumar (1993), the proposed IMF- World Bank reforms in the context of 
structural adjustment policy for India included: 
" Opening of the Indian economy to international competition by reducing custom duties and by 
attracting multinational companies and foreign investors by offering them various incentives at 
concessional terms 
" Restructuring public sector which will involve closing down of loss making units, putting a 
stop to its further expansion and introduction of some degree of privatisation in profit earning 
units 
" Reducing role of planning and changing priorities 
" Introducing fiscal reforms by broadening the tax base, raising the excise duty as well as 
introduction of value added principles, further reduction in subsidies on food, fertilizer and 
export 
" Reduction in defence expenditure. 
In the words of Chossudovsky (1997), 'the IMF' s 'economic surgery' under the 1991 New 
Economic Policy required the Indian Government to cut spending in social programmes and 
infrastructure, eliminate state subsidies and price support programmes (including food 
subsidies) and sell off the more profitable public enterprises at 'a good price' to the large 
business houses and foreign capital. Other reform measures included the closing down of a 
43 
large number of so-called 'sick public enterprises', the liberalisation of trade, the free entry of 
foreign capital, as well as major reforms in banking, financial institutions and the tax structure. ' 
Yadav (1993), further stated the structural adjustment programme, which got introduced at 
macro-economic level for removing internal and external imbalances in the Indian Economy, 
which had the following main components: 
" Devaluation of domestic currency 
" Curtailment of Government Expenditure 
" Abolition of price control (e. g. food) 
" Imposition of wage control 
" Reduction of trade and foreign exchange control 
" Restriction on domestic credit 
" The role of state in the economy 
23.2. Financial Programme 
The July 1991 budget incorporated the first stages of structural adjustment. The rationale for 
approach to macroeconomic stabilisation in India can be explained in terms of 'financial 
programming', which is the theoretical main-stray of nearly all IMF-supported adjustment 
programmes. 'A financial programme includes a set of balance sheet accounting identities, 
which imposes the necessary constraints on policy measures, intended to achieve specified 
targets. The actual mathematical solution of the resulting program is referred to as financial 
programming' (Rao and Singh, 2000). In other words, financial program comprises a set of 
coordinated measures intended to achieve certain short-term macroeconomic target and such 
financial programs have come to be closely associated with stand-by or extended arrangements 
of member countries with the IMF. This 'financial programming' further gave way to 
economic globalisation in India, by incorporating various changes in the existing economic 
policies and by introducing new policies. 
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2.4.1. Reforms that led to Economic Globalisation in India 
In India globalisation was to be made possible by bringing changes in the economic policy of 
the country, which included the absence or the dismantling of barriers to international 
economic transactions, the development of enabling technologies, emerging forms of industrial 
organisation and political hegemony or dominance. In other words, reforms were seen as a 
means to achieve the ultimate goal of economic development of the country and well being of 
its people. 
India started a process of economic reforms with the objective of correcting distortions in the 
economy and clearing grounds for further development. The major view in this direction, for a 
country of India's size and diversity, was development of domestic market that will, 
simultaneously strengthen its competitive position in the international arena. Importance of the 
domestic market in the case of India was overarching. The steps taken in this direction, 
embarked on a comprehensive reform of the economy to widen and deepen its integration with 
the world economy as a part of structural change. 
However, there was a considerable debate on the contents of the reform package, their 
sequencing and the pace, their implementation and their impact. The major thrust was on 
liberalisation and privatisation of public enterprise. The economic reforms in India, initiated 
hesitantly around 1985, experimented with internal liberalisation like selective price decontrol 
and deregulation of industries, increased exchange rate and adjustments, monetary policy 
reforms and some institution creation. However the balance of payments crisis of 1991 forced 
the government to expedite the reform process and increase its canvas, coverage and pace 
(Jalan (2000), Dholakia and Kapur, 2001). Therefore, these reforms are given below, in the 
light of the earlier mentioned three dimensions to this phenomenon: 
0 International investment, 
0 International trade and 
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0 International finance. 
In 1990's the picture of foreign investments in India, was not a very promising one and 
liberalisation was seen as an instrument of globalisation and foreign investment. Therefore, a 
major justification of liberalisation was the anticipation of an inward rush of foreign capital in 
the form of direct investment. It was assumed that this would bring rapid growth, reduction in 
unemployment and rising personal incomes. This was to be achieved with the help of 
transnational corporations and international banks or financial intermediaries, which control the 
world of finance (But Shurmer-Smith, (2000), felt the multinational corporations were more 
interested in local buyouts and mergers than they were in genuinely new enterprise or export- 
orientated industry. Their concern was predominantly to enter the Indian domestic market). 
Judged from the criterion of international trade, the Indian economy was only marginally 
integrated with the world economy. According to the figures from the UN COMTRADE data 
base and pertaining to yearly averages over 1990-1993, the EC was India's largest partner 
accounting for 28% of India's total exports, NAFTA came second, accounting for 16% of 
India's exports, with OECD, Asia (Japan, Australia, New Zealand) and East Asia accounting 
for about 10% each. Thus the EC and NAFTA together accounted for nearly 40% of India's 
total exports. So far as the composition of exports is concerned, manufactures accounted for 
84% of total exports to EC and 79% of total exports to NAFTA. Within manufactures, the most 
prominent items were textiles, clothing, chemicals, leather and footwear. India was also a 
marginal exporter of food products, ores & metals and fuels (Nachane and Lakshmi R., 1995). 
Therefore, a need was felt to intensify the international trade through a number of reforms in 
the financial and non-financial sectors, for India to be completely integrated into the world 
economy (Saha and Subramanian (2000), Sreekantaradhya, 2005). 
The nature of the economic reforms in India can broadly be classified as financial and non- 
financial reforms, working collectively to achieve the desired result (1) to increase the growth 
rate, with changes in national and global policies which include the industrial policies, trade 
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policies, privatisation and liberalisation (Mathur, 1993; Shroff, 1999; Bhattacharjee, 2000; 
Kumar, 2000; Koshy, 2001 and Sreekantaradhya, 2005) and (2) to integrate into the world 
economy, by increasing its trade and FDI and providing a favourable environment for the 
foreign investors. Further, this section has been divided into two parts, first providing the 
policy changes that were made during the 1980's and mainly in the 1990's and the second the 
impact of these policies on the overall Indian economic situation with the help of some 
examples. 
2.4.1.1. Industrial Policy Reforms 
The main aim of changing the industrial policy was to increase industrial productivity through 
industrial restructuring and innovation. Although some liberalisation and streamlining of the 
industrial policy was effected in the mid-1980s, but the New Industrial Policy (NIP) announced 
on July 24,1991 and subsequent amendments brought far-reaching changes in the policy 
regime governing industrial investments. 
The existing policy had emphasised heavy industry, public ownership, and import substitution. 
A licence was needed to start or expand substantially any industrial activity giving employment 
to more than fifty workers. A series of industrial policy resolutions beginning in 1948 had 
divided industry into three groups. 
'Commanding height' industries, those related to defence, heavy industry, mining, aircraft, air 
and rail transport, communications, and power- to be in public sector. 
In-between category - to be open to both public and private sector. 
Consumer goods category - to be for private sector. 
In the Statement of Industrial Policy 1991, the list of industries reserved for the public sector 
was reduced from 17 to 8, further two areas were de-reserved, so that only 6 remained 
reserved. By the end of 1994, the only areas in manufacturing which continued to be so 
reserved were those related to defence, strategic concerns and petroleum. Further, according to 
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the New Industrial Policy, the restrictions on investments by large industrial houses and foreign 
controlled companies under the MRTP Act were also abolished (Joshi and Little, 1996). 
Further, NIP threw open new industries and services to private sector including foreign private 
sector. In September 1992, the government announced guidelines for investments by Foreign 
Institutional Investors (I'lls) in the Indian capital market. A Foreign Investment Promotion 
Board (FIPB)4 was set up to consider all other proposals that do not qualify for automatic 
clearance. The NIP dismantled the industrial licensing (or approval) system that regulated the 
industrial investments in the country by abolishing the requirement of obtaining an industrial 
license from the government in all except 14 specialised industries. The policy allows 
automatic approval system for priority industries by the Reserve Bank of India (Kumar, 2000). 
2.4.1.2. Privatisation 
Privatisation has been a major thrust of economic globalisation in India. A large number of 
Public Sector Enterprises made losses during the pre-liberalisation period and in some cases 
still continue to make losses. A number of these loss-makers (public sector enterprises) were 
technically 'sick', i. e. they have negative net worth. Therefore, one of the main objectives of 
the economic reforms package was the restructuring of unprofitable public sector enterprises 
(that are large drains on the public exchequer), by increasing their efficiency and transform, 
them into profit making bodies. Thus one of the measures taken to decrease the pressure on 
these non-profitable bodies was to offer, them, the freedom to reduce their excess human 
resources through voluntary retirement schemes (VRS) assisted through the National Renewal 
Fund that was instituted by the government (Bhattacherjee, 2000). 
Also a phased programme of disinvestment of public ownership in the public sector 
corporations was launched. A disinvestment commission was set up to make recommendations 
4 FIPB is authorised to negotiate with foreign investors in person to expedite the clearances. FIPB is empowered 
to approve up to 100% foreign ownership in cases involving transfer of high technology, projects producing 
predominantly for exports, energy and infra-structural projects, consultancy, or trading companies (Kumar, 
2000). 
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on phasing of the disinvestments. Privatisation of particularly public amenities such as 
electricity, gas, water, transportation, telecommunication and health, which provide a highly 
profitable regular income, which is free of risk and where prior investment made by 
government, were open to private entrepreneurs, who found these industries very attractive. 
Thus a large number of industries and services including infrastructure such as 
telecommunication, roads, ports, power generation, petroleum refining have now become 
accessible to the private sector (Kumar, 2000). 
2.4.13. Trade Policy Reforms 
A gap was noticed among the trade policies of the developed world and India, which made it 
difficult for the foreign investors to come and explore the Indian economic potential, that 
formed the very base of economic globalisation. Indian government viewed the foreign trade 
policies and felt reforms in many of the economic sectors were necessary to accommodate the 
globalisation in India, especially the foreign capital in the form of direct investment. 
Therefore, a major refonn of trade policy regime was affected since 1991 where, the import 
licensing system was dismantled. All non-tariff barriers (NBTs) were phased out from all trade- 
ables except consumer goods. India also liberalised her trade with south Asia on a faster track 
than all trade. Besides India also undertook a major commitment to liberalise its trade regime 
under WTO (World Trade Organisation) Agreement, where, a new global constitution was 
brought in mainly through the WTO. There was a conflict between new constitutionalism and 
national laws, where the latter had to be changed (e. g. India's Patent Law). India also agreed to 
bind tariff rates to lower levels than those prevailing at the time of signing of the Agreement 
(viz-, 1994) for a large number of commodities (Kumar, 2000 and Thingalaya 2002). 
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2.4.1.4. Financial sector reforms 
Another important facet of globalisation is financial integration. To achieve this financial 
integration in the world economy, India incorporated some financial sector reforms, where the 
rupee, the official currency of India, was devalued twice in July 1991 leading to 20% 
depreciation in its value. The partial convertibility of rupee on the trade account was 
announced in the 1992-93 budget that was subsequently broadened to full convertibility on 
current account by August 1994. The Capital Issues Control Act was repealed and the 
Securities and Exchange Board of India (SEBI) was set up as a watchdog for regulating the 
functioning of the capital market. Further banking sector reforms were undertaken. 
The reforms in the banking sector were most important from the point of view of foreign 
investors. As with the nationalisation of some Indian banks in the 1950s and 60s, the entry of 
new banks into India as well as expansion of existing branches was prohibited. Decades of non- 
commercial orientation, direct lending, loan waivers and increasing non-performing assets had 
initially made banks difficult to adjust to a market environment having strict prudential norms. 
Therefore, these restrictions were lifted in 1980 but RBI (Reserve Bank of India) was slow in 
granting approvals. 
A new Committee on the Financial System under the Chairmanship of M. Narashimham was 
appointed in August 1991 and delivered its report within three months (this was a landmark 
document and strongly influenced governmental thinking and action). Following this report, it 
was recognised that, (a) banking supervision had to be strengthened, and (b) its character 
required drastic change, away from intrusive micro-intervention over credit decisions towards 
prudential regulation (Saha and Subramanian (2000) and Sreekantaradhya 2005). To end this, 
the RBI issued guidelines in April 1992 for income recognition, asset classification and 
provisioning, and adopted the Basle Accord capital adequacy standards. Banks could no longer 
treat as income the putative income from the non-performing loans, the latter being defined as a 
credit facility in respect of which interest remained unpaid for 180 days (Joshi and Little 1996). 
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In January 1993 a package of financial sector reforms was announced that included 
permission to new private sector banks including foreign joint ventures. The Banking 
Regulation Act was amended in 1993 permitting the entry of new private sector banks (as 
discussed in Chapter 5). The government also established a policy regime for functioning of 
private Non-Banking Finance Companies (NBFC's) and agencies for rating their worthiness. 
As on March 31,1994 commercial banking system in India consisted of 272 scheduled banks 
and four non-scheduled banks and of the scheduled banks, 224 were in the public sector and 
these accounted for about 82.4% of the commercial banking. In the Public sector banking 
system, there were 196 Regional Rural Banks (RRBs) and the rest 28 were regular commercial 
banks. RRBs were set up especially to increase the flow of credit to small borrowers in the 
rural areas. Among the public sector banks State Bank of India (SBI), was the largest with 8715 
offices all over the country (http: t/www. india2ov. orR/economy/banking/bnkl-svs. htm. 
accessed September 2000). 
Further steps were taken in 1995-96 to reduce controls and remove operational constraints in 
the banking system. These include interest rate decontrol, liberalisation and selective removal 
of Cash Reserve Ratio (CRR) stipulation, freedom to fix foreign exchange, open position limit 
and enhance refinance facilities against government and other approved securities 
(httj2: //www. india. izov. orR/economy/bankinizlbnk-menu. htm. Accessed on Sept. 2000). The 
second Narasimharn Committee appointed for financial sector restructuring very strongly 
recommended bringing down government's holdings in nationalised banks below 51%. After 
which, the government considered bringing down its stake in the nationalised banks the current 
level of 51% as part of its disinvestments policy. Even the RBI was forced to reduce its stake in 
State Bank of India and other financial intermediaries. Recently the Government has slashed 
PPF and Savings Interest rate by I% effective from January 15,2000. During the same time 
RBI granted approvals for expansion as well as for entry of new foreign banks. Now, foreign 
banks are looking at expansion and diversification with hopes that the operating environment 
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and major restrictions will be relaxed, keeping with the liberalisation wave and GATT norms 
(http: //www. banksindia. com/ accessed March 2000), as further discussed in chapter 5. 
Further liberalisation of the insurance sector in India was the subject of much heated debate 
for some years now. Despite innumerable delays the sector was finally all set to open up to 
private competition, where The Insurance Regulatory and Development Authority bill, was 
introduced to clear the way for private entry into insurance 
(http: //www. indiainfoline. com/sect/ftiba/chl2. html, accessed March 2000). To begin with, the 
Malhotra Committee was set up in 1993, headed by the former Finance Secretary and the RBI 
Governor R. N. Malhotra, with the objective of suggesting changes that would achieve the 
required dynamism. In 1994, the committee submitted the report and strongly felt that in order 
to improve the customer services and increase the coverage of the insurance industry should be 
opened to competition. But at the same time, the committee felt the need to exercise caution as 
any failure on the part of new players could ruin the confidence in the industry. Following are 
the recommendations of the committee: 
" Government stake in the insurance Companies to be brought down to 50% 
" Government should take over the holdings of GIC and its subsidiaries so that these subsidiaries 
can act as independent corporations 
" All the insurance companies should be given greater freedom to operate. 
Approvals were granted with amendments in the Insurance Act and private sector companies 
and foreign partners were allowed to operate within the country. By the year 2002, with the 
approval of the government for the private sector entry and foreign participation was made 
possible in the insurance business. With this some of the banks started planning expansion into 
the insurance sector. Over the past few years, around 30 domestic and foreign companies have 
expressed interest in entering the sector by arranging anticipatory alliances among many 
foreign and Indian companies. They have either signed Memorandum of Understanding with 
Indian companies or are trying to do the same (as further discussed in Chapter 8). 
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2.4.2. Impact of Reforms on the Indian Economy 
Major structural changes and the sectoral reforms that took place in the 1990's show a positive 
picture of the Indian economy overall. The basic aim of achieving high growth rate and 
increase in the GDP was fulfilled. The long-term trends over the period 1979 to 2002 (as given 
in table 2.2 below) show an increase in the total GDP of the country, where it went up from 
150.1 in the year 1979 to 510.2 in 2002. Further figures for selected key economic ratios, taken 
over the same period also show that there is a substantial amount of increase in their growth 
rates. 
Table 2.2 India's Key Economic Ratios and Long-Term Trends 
1979 1982 1989 1992 1998 1999 2001 2002 
GDP (US$ billions) 150.1 194.8 290.5 244.2 419.1 447.3 478.5 510.2 
Gross Domestic Investment/ GDP 22.8 21.7 24.1 23.8 21.8 22.9 22.3 22.8 
Exports of Goods & Services/ GDP 6.7 6.1 7.3 9 11.3 12.1 13.5 15.2 
Gross Domestic Savings/ GDP 20.7 18.3 21.8 21.8 19.2 19.9 23.5 24.2 
Gross National Savings/ GDP 22.2 19.2 21.4 21.8 20.8 21.9 25.5 26.3 
Current Account Balance/ GDP -0.5 -2 -1.8 -1.6 -0.8 -1 0.1 0.6 
Interest Payments/ GDP 0.3 0.4 1.1 1.4 1.1 1.2 0.8 0.7 
Total Debt/ GDP 12 14.1 26 37 23.3 22 20.4 20.6 
Total Debt Services/ Exports 10.3 13.6 28.6 28 20.6 22.8 11.7 13.9 
Present Value of Debt/ GDP Na na Na na 20.1 na 14.2 na 
Present Value of Debt/ Exports Na na Na na 143.3 na 84.7 na 
N. A: Not available 
Source: fittp: //www. worldbank. or. cý/data/charizinten-n html accessed 15 June, 2004 
The above table also shows that the exports of goods and services/ GDP ratio went up from 6.7 
in 1979 to 15.2 in 2002. The gross domestic savings/ GDP went up from 20.7 in 1979 to 24.2 
in 2002. The gross national savings went up from 22.2 to 26.3 in 2002. 
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During the first period of economic growth between 1960's and 1970's the reforms were 
formulated to achieve the basic aim of self-sufficiency and self-reliance to be achieved by 
executing inward-looking import substituting policies (table 2.3). Whereas, during the second 
period of economic growth between 1985-95 under new economic policies, some sectors 
received individual attention and were directly targeted under outward-looking export 
promoting national policies and therefore, the performance of these sector increased (table 
2.4). The result of the above mentioned reforms was seen by an increase registered in 
production in various sectors of the economy, followed by an increase in their share or their 
contribution towards the total GDP made by each sector over the period of 30 to 35 years. The 
table 2.3 given below shows this sector-wise increase and their respective contribution towards 
the total GDP (%), when viewed from the 1960's to 1995: 
Table 2.3 % Contribution of each Sector in Total GDP 
1960-61 1970-71 1980-81 1990-91 1992-93 
Agriculture 12222 
Forestry 10 10 10 83 
Mining 19 31 91 100 100 
Manufacturing 5 10 13 14 15 
Electricity, Gas 79 92 91 95 95 
And Water 
Construction 67 16 20 20 
Trade and Hotels 13633 
Railways 100 100 100 100 100 
Other transport 24 9 31 20 19 
& Storage 
Communication 100 100 100 100 100 
Banking and 35 69 85 86 83 
Insurance 
Public Admin. 100 100 100 100 100 
And Defence 
Other services 14 26 39 46 44 
Total 8 14 20 24 25 
Na: Not Available 
Source: http: //www. worldbank. or-Q/data/chanQitertn. html accessed IS June, 2004 
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The above table 2.3 shows, an increase in the % share by nearly all the sectors. For the primary 
sector an increase in the % share towards GDP, was seen in the agricultural, manufacturing and 
mining activities. The increase in the agriculture sector from I% in 1960's to 2% in 1970's was 
a direct out come of the 1960's policy of 'Green Revolution', which helped in increasing the 
agricultural production manifolds. The manufacturing sector also showed an overall increase in 
their % share towards GDP, due to the implementation of various industrial policies, especially 
during the period 1980 -95, where the NIP played the major role. Electricity, gas & water, 
construction, banking & insurance, along with other services also show an increase in their % 
share towards GDP. This was a result of Privatisation of the public utilities sector, which 
increased the productivity of the utilities and can be seen by the steady increase in the % share 
in GDP of electricity, gas & water in the table. 
Above table also shows an overall increase in the % share towards GDP by the services sector. 
This can be seen as a result of the financial sector reforms that took place in the country mainly 
in the 1990's. With privatisation and foreign participation in banking and insurance the 
producer services, got a boost and therefore, the % share towards GDP by these services more 
than doubled during this period. An increase in the % share towards GDP by the construction 
sector over the I 0-year period between 1980-91 also suggests an increase in the % share by the 
services sector (as construction forms a part of the services sector in India). Therefore, the 
increase in the % share of the above mentioned sectors indicate an overall development 
of the Indian economy over the period 1960 to 1993, with positive effects of the 
reforms (both financial sector and non- financial sector) and further suggests economic 
globalisation had started taking place in the country after 1990's. 
The tables 2.4 (a) and 2.4 (b) also show a positive picture, where there was an increase in the 
% share of the various sectors to the total GDP from the year 1979 to 2002 (which can be 
regarded as the second phase of globalisation). During this period particular sectors were 
targeted and the reforms (industrial policy reforms and reforms in the financial sector with 
further emphasis on banking and insurance) were enforced to bring about the desired results. 
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Table 2.4 (a) Structure of the Economy 
Structure of the Economy 1979 1982 1989 1992 1998 1999 2001 2002 
% Of GDP 
Agriculture 
Industry 
36.8 
25 
35.9 
25.8 
31.6 
27.6 
30.9 
26.7 
29.1 
25.7 
27.7 
26.3 
25 
25.7 
22.7 
26.6 
of which Manufacturing 17.4 16.2 17.4 16.2 15.6 15.9 15.3 15.6 
Services 38.3 38.3 40.8 42.3 45.2 46 49.4 50.7 
Private Consumption 69.2 69.9 66.1 65.8 68.6 68.1 65.9 65 
General Govt. Consumption 10 10.7 12.2 11.2 12.3 12 12.5 12.5 
Imports of Goods & Services 8.7 8.4 9.6 9.8 14 15 14.1 15.6 
Source: http: //www. worldbank. or. R/data/charQinterm. html, accessed 15 May 2004 
Table 2.4 (b) Structure of the Economy 
1979-89 1982-92 1989-99 1992-02 1998 1999 2001 2002 
(Real Average Annual Growth) 
Agriculture 
Industry 
of which Manufacturing 
Services 
Private Consumption 
General Govt. Consumption 
Gross Domestic Investment 
Imports of Goods & Services 
3.4 3.1 3.3 2.5 7.2 1.3 6.5 -5.2 
6.6 6.7 6.5 6.2 4 8.8 3.4 6.4 
7 6.5 7 6.6 3.6 8.5 3.6 6.2 
6.7 6.8 7.5 8.2 8.3 7.9 6.8 7.1 
5.5 5.3 5.2 5 3.2 2.8 6.2 -0.8 
7.8 6.1 5.9 7.1 14.5 10.3 3 3.1 
5.7 5.7 6.2 7.2 4.3 11.5 1.6 9.5 
6.5 5.7 8.9 12 -2.5 -1.8 4 8.1 
Source: httn: //%vww. worldbank. org/data/chargintenn. htm], accessed 15 June, 2004 
The table 2.4 (a) shows a decrease in the share of the agricultural sector from 36.8 in 1979 to 
22.7 in 2002. The table also shows an increase in the share of services sector from 38.3 in 1979 
to 42.3 in 1992 after the new policies were introduced in 1991 to a further increase of 50.7 in 
2002. Again the table 2.4 (b) shows an increase in the services sector from 6.7 in 1978-89 to 
7.1 in 2002. 
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The table 2.5 below shows an overall picture in sector-wise growth rates for agriculture, 
I 
industry (others), manufacturing and services. With a look into the figures of quarterly rates of 
growth (%) over the period 1999-2001 an increase can be seen in the agricultural sector in 
1998-99, industrial in 1999-2000 and services in 1998-99 and 1999-2000. 
Table 2.5 Sectoral Quarterly Rates of growth (%), during 1999-2001 
SECTOR 1998-99 
Ql Q2 Q3 Q4 
AGRICULTURE 4.2 4.9 5.5 10.9 
INDUSTRY (others) 4.2 3.6 2.3 3.1 
MANUFACTURING 3.3 3.2 1.8 3.1 
SERVICES 6.6 13.6 11.4 4.8 
GDP 5.4 9.2 7.5 5.9 
SECTOR 1999-2000 
Ql Q2 Q3 Q4 
AGRICULTURE 4.5 1.2 -0.7 -1.3 INDUSTRY (others) 4.7 6.3 6.3 6.8 
MANUFACTURING 5.8 6.5 7.1 7.6 
SERVICES 9.9 8 10.7 9.3 
GDP 7.3 6.2 6.1 6 
SECTOR 2000-2001 
Ql Q2 Q3 Q4 
AGRICULTURE 0.6 0.5 1 -1.4 INDUSTRY (others) 6.6 5.4 6.1 3.2 
MANUFACTURING 763.5 5.8 
SERVICES 8.6 8.5 7 6.3 
GDP 6.1 6.2 5 3.8 
So u rce: Ka rn i k, 2 001 
2.4.2.1. Signs of Industrial Revival: The introduction of the NIP (i. e. the New Industrial 
Policy), helped to increase the overall industrial production in the country. This was mainly 
through privatisation of many industries and a number of sick industries showing some signs of 
revival. The resulted increase in the industrial production in India, over ten-year period is 
further compared to other countries and an index of this increased industrial production is 
provided in the following table 2.6. 
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Table 2.6 Index of Industrial Production (1995=100) 
Countries 1990 1991 1995 1999 2000 2001 
US# 86.5 84.8 100 121.9 127.4 122.7 
UK# 94.1 91 100 104.2 105.8 103.7 
Germany # 103.2 104.4 100 107.7 133.4 113.3 
Japan # 105.3 107.2 100 100.1 106.4 98.2 
Mexico 96.9 100.8 100 133.3 141.5 136.5 
Brazil # 90.2 87.7 100 102.1 108.9 ill 
Argentina # na na 100 105 103.6 na 
Korea # 66.5 72.8 100 131.7 154 156.6 
Malaysia 59.6 66.3 100 123.7 147.4 141.3 
India 76.2 77.4 100 127.3 136.8 139.7 
Note: Industrial Production: From 1975 onwards, annual data have been adjusted to include 
production of petroleum and gas and petroleum refining. Monthly data have been adjusted from 
1979. *: A point of splice, where series having different base years are linked #: SAV: 
Seasonally adjusted values nanotavailable 
Source: Chitre, 2003 
The above table clearly shows an increase in the industrial production of the country over the 
10-year period. The maximum increase can be noticed after the implementation of the New 
Industrial Policy in 1991. And since 1991, the index shows a steady increase in the industrial 
production until 2001. On the whole the industrial production has almost doubled from 1991 to 
2001. Further, these recent trends and surveys indicate that the industry may, finally be coming 
out of the recession in the second half of 1999-2000, due to the change in the industrial policy 
NIP and privatisation of the non-profitable public sector enterprises. 
2.4.2.2. India's Financial Market : Organized financial markets have existed in India for more 
than a century and today, markets of varying maturity exist in equity, debt, commodities and 
foreign exchange. In the year 2000, there were 25 stock markets all over the country, the most 
important of which, are the Bombay Stock Exchange and the National Stock Exchange. The 
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number of companies listed on the Bombay Stock Exchange (BSE) at the end of December 
1994 was 4,702. This was more than the aggregate total of companies listed in 9 emerging 
markets (Malaysia, S. Africa, Mexico, Taiwan, Korea, Philippines, Thailand, Brazil and Chile). 
The number of companies was also more than that in the developed markets of Japan, UK, 
Germany, France, Australia, Switzerland, Canada and Hong Kong 
(http: //, ývww. indiaRov. oriz/economv/finlmkts/cO-menu. htm accessed on May 2001). 
2.4.23. The Indian Capital Markets remained subdued through most of 1995-96 and there 
was a slow down in Foreign Institutional Investors (FIls) inflow and domestic liquidity 
conditions were relatively tight. Notably, between April- Dec 1995, the value of primary issues 
was marginally higher than the corresponding period last year, despite a downtrend in stock 
prices and low turnover in stock exchanges. The opening up of the stock market to I'll 
investment 1992-93 led to a surge in I'll inflows accounting for Rs. 51,260 million in 1993-94. 
By the end of Sept. 1994 there were 323 FlIs and 29 foreign brokers operating in India and 
cumulative net investment by Foreign Institutional Investors had reached nearly US$ 2.7 
billion. 
This represented a diversification of the portfolio of international investors India. The two main 
reasons why Indian securities are attractive to international portfolios are high returns and low 
correlation with world markets. Until Sept. 1992 the only one entry available to Indian Capital 
Markets for the foreign investor, was through listed country funds. The first fund of this type 
was launched by UTI in London in 1986, followed by others 
(httl2: //www. india, izov. ora/economy/i-inlmkts/cO-menu. btm, accessed on May 2001). 
2.4.2.4. FDI 
Liberalisation of the FDI policy regime was an important aspect of the reforms. The approvals 
of FDI inflows since the liberalisation of policy in 1991 show an increase, compared to the 
approvals of FDI totalling US $200 million in 1991 and US $ 14.6 billion worth of FDl inflows 
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were approved in the year 1997. In 1998, however this amount of FDI inflows declined due to 
the East Asian Crisis. Another change brought about by liberalisation was neutralising the 
internalisation advantages of foreign investors to the country have been removed (Kumar, 
2000). The table 2.7 (a) shows the inward FDI Performance Index, which is the ratio of a 
country's share in global FDI to its share in global GDP, which indicates an increase in the 
index mainly during 1993-1995. 
Table 2.7 (a) Inward FDI Performance Index 
Value 
Rank Economy 1988-1990 1993-1995 1999-2001 
115 Botswana 1.931 -1.682 0.222 116 Pakistan 0.495 0.88 0.2 
117 Sierra Leone 0.975 -0.454 0.193 118 Kenya 0.488 0.182 0.192 
119 Burkina Faso 0.136 0.506 0.182 
120 India 0.067 0.378 0.159 
121 Niger 0.723 0.19 0.156 
122 Cameroon -0.723 0.012 0.145 
123 Haiti 0.368 -0.111 0.119 124 Zimbabwe -0.168 0.938 0.112 
125 Bangladesh 0.007 0.025 0.111 
Note: Ranked by the Index for 1999-200 1. 
Source: World Investment Report 2003, in http: //www. tinctad. orv-/wir, accessed 14 June 2004. 
Table 2.7 (b) Inward FDI Potential Index 
Score 0-1 
Rank Economy 1988-1990 1993-1995 1999-2001 
79 Namibia 0.098 0.186 0.168 
80 Peru 0.109 0.162 0.167 
81 Algeria 0.154 0.161 0.166 
82 Bolivia 0.106 0.167 0.163 
83 Kazakhstan na 0.165 0.161 
84 India 0.12 0.163 0.16 
85 Ukraine na 0.201 0.159 
86 Turkey 0.135 0.187 0.159 
87 Gambia 0.135 0.16 0.158 
88 Yemen 0.06 0.178 0.156 
89 Nigeria 0.128 0.16 0.151 
Note: Ranked by the Index for 1999-2001. Na: Data Not Available. The inward FDI Potential 
Index is an un-weighted average of the scores of eight normalised economic and social 
variables. 
Source: World Investment Report 2003, in httl2: //www. unctad. )rjz/wir, accessed 14 June 2004. 
60 
The table 2.8 shows the latest FDI figures for some Asian countries where, India has neither a 
very strong position nor a very weak position. 
Table 2.8 FDI and Its % Share to World Total 
FDI % Share to Exports 
CHINA 
HONG KONG 
INDIA 
INDONESIA 
KOREA 
MALAYSIA 
PHILLIPPINES 
SINGAPORE 
SRI LANKA 
THAILAND 
Developing 
Economies 
World 
World Total 
46.8 6.4 
22.8 3.1 
3.4 0.5 
-3.3 -0.4 
3.2 0.4 
0.6 0.1 
1.8 0.2 
8.6 1.2 
0.2 0 
3.8 0.5 
204.8 27.9 
% Share to 
World Total 
266.6 4.4 
189.9 3.1 
43.3 0.7 
52.1 0.9 
150.4 2.5 
88 1.4 
32.7 0.5 
121.8 2 
4.8 0.1 
65.1 1.1 
2255.1 36.8 
735.1 6121.3 
RBI is presently evaluating some modifications in the way that Indian FDI is measured, which 
could yield somewhat higher estimates for India 
Source: From Economic Survey 2002-03, Govt. of India, Ministry of Finance & Company 
Affairs, Economic Division. 
2.4.2.5. Trade performance: Liberalisation of the trade regime since 1991 led to the 
promotion of trade, with increase in exports (as discussed earlier on) and GNP going up 
steadily from 14.1% in 1990-91 to 18.2% in 1998-99. Indian Economy, therefore, got more 
deeply integrated with the world economy since, as a result of high rates of growth of both 
exports and imports in the first half of the 1990's. In the early post-reform period i. e. during 
1993-94 to 1995-96, there was considerable buoyancy in exports, when the annual growth rate 
of exports averaged at nearly 20% in US dollar terms. However, export growth rate slowed 
down considerably since 1996-97. Indian exports recorded just 5.3 and 4.6% growth in 1996- 
97 and 1997-98 respectively. In 1998-99, exports actually declined by 3.9%. Yet the average 
growth rate of exports in US dollar terms during 1992-93 to 1998-99 at 9.8% was higher 
compared to 8.2% achieved in the 1980's (Kumar, 2000). Table 2.9 shows the changes in 
India's trade over 20-years, listing some specific commodities involved in international trade. 
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Table 2.9 India's Trade 
Trade 1982 1989 1992 1998 1999 2001 2002 
(US $ millions) 
Total Exports (fob) 9490 16955 18869 34298 38285 44915 53000 
Tea na 550 na 547 569 na na 
Iron/ Ores & Minerals 455+ 557 738+ 380 374 1262+ 1900+ 
Manufactures 5109 12730 14039 26870 31321 33370 38353 
Total Imports (cif) 16468 24411 24316 47544 55383 57618 65474 
Food 1071 714 507 2543 2450 2043 2368 
Fuel and Energy 5957 3768 6100 6435 10682 14000 17640 
Capital Goods 2662 5288 4532 9122 9912 9882 12746 
Export Price Index (1995=100) 94 113 95 94 90 90 101 
Import Price Index (1995=100) 125 89 96 92 88 93 100 
Terms of Trade (I 995=1 00) 75 128 99 102 102 97 101 
Marine Products 377 na 602 na na 1237 1381 
Note: + stands for figures for Ores and Minerals, = stands for figures for Iron, Na: Not 
Available 
Source: The World Bank Group, (httl2: //devdata. worldbank. org/extemal accessed 15 June, 
2004) 
The above table shows a considerable increase in the exports as the total exports went up from 
9490 (US $ millions) in 1982 to 53000 in 2002. The commodities that showed a marked 
increase are manufacturing goods, fuel and energy, food, capital goods and marine products. 
Table 2.10 India's Balance of Payments 
Balance of Payments 1979 1982 1989 1992 1998 1999 2001 2002 
(US $ millions) 
Exports of Goods and Services 9980 12377 21201 23599 47484 54006 65580 77986 
Imports of Goods and Services 13120 18352 27934 27917 58565 67248 73706 82254 
Resource Balance -3140 -5975 -6733 -4318 -11081 -13242 -8126 -6268 
Net Income 527 -335 -798 -3423 -2955 -3566 -3601 -4882 
Net Current Transfers 1852 2510 2281 3852 10587 12256 12125 14448 
Current Account Balance -761 -3800 -5249 -3889 3449 -4552 398 3298 
Financing Items (net) 985 3101 4400 4692 7382 10340 11359 13682 
Changes in Net Reserves -224 699 850 -803 -3933 -5788 -11757 -16980 
Source: The World Bank Group, (httl2: //devdata. worl d ban k. org/external accessed 15 June, 2004) 
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Figure 2.1 India's Top 10 Export Markets 
India's Top 
10 Export 
Markets in 
USD mn 
Source: C. M. I. E. March 1999 
The above figure shows the countries that India conducted maximuni trade (in terms ofexports 
for the year 1999), where USA was the largest importer of Indian exports, followed by India 
moderately exporting to UK, UAF, I long Kong, Germany, Japan and Belgium. 
Figure 2.2 India's Principal Exporting Goods 
Exports by 
Principal Products 
in USD mn 
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The above figure 2.2 shovs, gems and le%kellery as the most exported itern in the year 1999, 
tollo%wd by "I'extilcs and yarn and readyinade garments. The other important items were leather 
goods, drugs and pharmaceuticals, marine and metallurgical products 
I 
c cl 
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Figure 2.3 India's Top 10 Import Markets I 
India's Top 10 Import 
Sources 
in USID mn 
Source : C. M. LE. March 1999 
The figure 2.33 again shows, USA as the top import Source for India, followed by Switzerland, 
Belgium, UK. Japan and Germany. The following figure 2.4 shows petroleum as the main 
product to be imported, followed by capital goods and chemicals. 
Figure 2.4 India's Principal Importing Coods 
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Source: C. M I. E. March 1999 
India's trade with tile SAARC countries (South Aslan Assoclation Cor Reglonal Cooperation) 
has been very positive since the formation of the regional 1nstitLItiOII 111 198.5. The structural 
adjUStIlIC11t programme which began in 4 SOLIth Asian countries, Bangladesh, India, Pakistan 
and Sri Lanka. In the late I 970's and preceded the f'Ormation ot'SAARC in 1985 was SUpported 
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by IMF credit commitment to cope the structural balances during the period of implementation 
of the programme (Yadav, 1993). At the beginning of the 1990's, the South Asian countries 
adopted unilateral trade policy reforms, aiming at integrating themselves in the world economy. 
In 1991, SAFTA (South Asian Free Trade Agreement) was formulated to enable the 
dismantling of all barriers to intra-trade. The core issue was whether moving towards a Free 
Trade Area would bring about a significant shift in trade flows from unofficial to official 
channels (Taneja, 2001). 
There is a large amount of trade between India and South Asian countries at both official and 
unofficial levels and the figures for both (official and unofficial trade) of which are given 
below in table 2.1 1(a) and table 2.11 (b). 
Table 2.11 (a) India's Official Trade with South Asia 
Figures for the year( Exports Imports Trade Total 
Balance Trade 
XM X-M X+M 
Bangladesh (1992-93) 349.1 7.8 341.2 356.9 
Sri Lanka (1991) 174.5 11.5 163 186 
Pakistan (1994) 157.2 36.1 121.1 193.3 
Nepal (1990) 47.7 14.9 32.8 62.6 
Bhutan (1994) 734 10 
Myanmar (1994) 24 120 -96 144 
Source: Taneja, 2001 
Table 2.11 (b) India's Unofficial Trade with South Asia 
Figures for the year Exports Imports Trade Total 
Balance Trade 
XM X-M X+M 
Bangladesh (1992-93) 299 14 285 313 
Sri Lanka (1991) 142.8 121 21.8 263.7 
Pakistan (1996) na na Positive 2000 
Nepal (1989) na na Negative 626 
Bhutan (1994) 31.3 1.2 30.1 32.6 
Myanmar 25.7 47.8 -22.1 73.5 
Source: Taneja, 2001 
In the year 2000, the share of services exports ($13 billion) in total exports ($49.7 billion) of 
India was 26.7 %. The share of services, other than travel and transport, in total services 
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exports of India was more than 57%, a feature unique among the developing countries, 
paralleled only by Malaysia, Turkey and Brazil, and which is similar to the major advanced 
trading countries the US (46.3%), UK (56.0%), Germany (53.4%), and Japan (60.0%), 
(Raipuria, 2001). These services included IT products. In 1998-99 the volume of India's 
software exports was $2.7 billion, in 1999-2000 it was over $4 billion and in 2000-01, it was 
estimated $ 6.2 billion (Basu, 2001). 
Further, the table 2.12 shows the share of each sector in the total GDP along with the trends of 
the IT-related GDP during the period 1997 to 2001, which has had the highest growth rate 
among Indian Exports since 1985-1995. 
Table 2.12. IT-Related GDP and its share in Total GDP (1997-98 and 2000-01) 
GDP IT-Related GDP % Share of IT-GDP 
1997-98 2000-01 1997-98 2000-01 1997-98 2000-01 
Agriculture, Forestry 3875 5005 20 44 8.7 6 
And Fishing 
Mining and Quarrying 330 407 34 neg neg 
Manufacturing 2302 2993 29 39 13 5.3 
Electrical gas & water 336 590 36 neg neg 
Supplies 
Construction 79 1121 0000 
Services of which 6219 9679 0000 
Transport and Storage 772 843 0000 
Others 5447 8845 176 638 76.2 87.3 
Note: GDP figures are at factor costs, and at current prices, * Estimated as per ratio of 
services in 1999-00 for which such data are available. 
Source: Raipura, (2002). 
Among the services exports, excellent results can be seen in the software industry and 
information technology, with a modest beginning around 1984-85. The current phase of 
globalisation (from 1990 onwards) can be closely related to information technology revolution 
involved in development, production, and widespread use of computers, computer software, 
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and telecommunication equipment, especially in cities with Software Technology Parks 
(Aranya, 2003). The total number of people using PC's and total number of exports in software 
industry, and its contribution to the GDP clearly shows the increase in the use of information 
and technology in all sectors of economy in the country (as shown in table 2.13). 
Table 2.13. Penetration of Information and Communications Technology 
PC's/1 000 Internet Users Information & Communication 
Persons In 2001 In 1000 In 2001 Technology Expenditure 
Austria 335.4 
Australia 515.8 
China 19 
Hong Kong 386.6 
France 337 
Germany 382.2 
India 5.8 
Japan 348.8 
Korea, Rep 256.5 
Singapore 508.3 
Switzerland 540.2 
UK 366.2 
USA 625 
% Of GDP In 2001 
2600 7.2 
7200 10.7 
33700 5.7 
2601 8.7 
15653 9.1 
30800 7.9 
7000 3.9 
55930 9.6 
24380 7.4 
1500 9.9 
2223 10.2 
24000 9.7 
142823 7.9 
Source: Nitsure, 2003. 
The above table shows some signs of rise in the use of IT software in India and IT exports. But 
the IT industry as whole, mainly as an export-oriented industry during the 1990's can be 
considered as one of the most spectacular achievements of the Indian economic reforms. The 
IT industry has grown at a phenomenal rate of over 50% during the 1990's, from a modest 
revenue of US $ 195 million in 1989-90 to evolve into a US $ 8.3 billion industry by 2000-01. 
Further, the industry has earned 75% of its revenue (US $ 6.2 billion) from exports (Kumar. 
2001). The total growth rate of revenue and growth rate of exports in IT industry is shown in 
table 2.14. 
Table 2.14. Growth Rates of Software Revenue and Exports 
1994-95 1995-96 1996-97 1997-98 1998-99 1999-00 
Growth Rate of Revenue in US $ na 34.61 56.14 53.85 44.44 48.65 
Growth Rate of Exports in US $ 54.46 51.34 47.82 61.29 51.43 50.94 
na Not available 
Source: Kumar, 2001 
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The Total amount of revenue and exports of Indian software industry in US $ is shown in table 
2.15 below: 
Table 2.15. Revenues and Exports of Indian Software (US S million) 
Year Total Domestic Exports 
1989-90 197 97 100 
1994-95 835 350 485 
1995-96 1224 490 734 
1996-97 1755 670 1085 
1997-98 2700 950 1750 
1998-99 3900 1250 2650 
1999-00 5700 1700 4000 
2000-01 8260 1960 6300 
Source: Kumar, 200 1. 
The above two table show the increase in total revenues and exports of the Indian software 
products especially during 1995-2001 period and the increase in the growth rates of these 
exports over the period 1994-95 to 1999-2000. The exports increased from US $ 100 in 1989-90 
to US $ 6300 in 2000-01. There has been more than 50% growth rate in both revenue and 
exports of software, for the year 1996-97 and 1997-98. During the year 1998-99 and 1999-2000 
the exports continued to show an increase but the revenue growth rate dropped down to 44.44 
and 48.65 respectively. 
2.5. Overall Impact of Economic Globalisation on the Indian Economy 
There can be little dispute that globalisation promotes competitive efficiency in general and as 
the area of competition expands, the efficiency gains increase. But for the enterprises in 
developing countries, many of which have grown under heavy protection, found the going 
through in the initial phase of global isation, not without pain, and as time went by they not only 
began to adjust, but also operated with a prospect of future benefits (as discussed above in case 
of many industrial units and other sick public sector enterprises under the NIP, experienced an 
increase in their efficiency and competition). Further, the ultimate aim of reforms to increase 
the growth rate was achieved in 1991, after NIP were introduced. The following table 2.16 
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shows the Annual Growth Rates of real GDP from 1990-2000 achieved as a result of the 
implementation of these reforms: 
Table 2.16 Growth Rates of Real GDP 
Countries 1990 1991 1995 1999 2000 
us 1.77 -0.46 2.7 4.13 4.08 
UK 0.82 -1.47 2.92 2.16 3.32 
Germany 5.75 13.28 1.71 2.43 2.99 
Japan 5.4 3.04 1.61 0.75 1.58 
Mexico 5.25 4.19 -6.13 3.75 6.66 
Brazil na na 4.22 0.79 0.8 
Argentina* -3.43 10.65 -2.88 -3.38 -0.79 
Korea* 8.92 9.34 8.86 10.9 9.31 
Indonesia 7.19 6.95 8.21 0.85 4.74 
Malaysia 9 9.57 9.84 5.82 8.47 
Thailand* 11.17 8.6 9.23 4.36 4.68 
China (Mainland) 3.8 9.23 10.53 7.09 na 
India* 5.8 0.96 7.6 7.02 3.98 
Note: *: over same quarter earlier year na: not available 
Source: Chitre, 2003 
The above table shows a low growth rate of 0.96 for the year 1991, which is why a revision in 
the policies took place and further reforms were introduced. These reforms worked as they 
were meant to and the year 1995 shows the highest increase in the growth rate, of 7.6. Again in 
the year a high growth rate was registered i. e. 7.02, showing the success of the various reforms. 
But this growth rate declined in the year 2000 (after a profitable period of 10 years) and came 
to 3.98 suggesting again, a need for an overall revision of the reforms. 
It is almost 15 years since Rajiv Gandhi and VP Singh began the opening up of the Indian 
economy to domestic competition in some sectors, and the change in emphasis from investment 
primarily in basic and key sectors, to manufactured consumer goods. Competition came into 
almost all sectors of Indian economy and it made the economy more efficient in using 
resources. The following table 2.17 shows the change that has come about in 10 years when 
the first set of economic reforms was introduced in the country. 
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Table 2.17. Selected Economic Indicators 
Unit I Base 1990-1991 1999-2000 2000-2001 
OUTPUT 
Gross Domestic Product at Rs. Crores 692871 1148500(P) 1193922(QE) 
Factor Cost (at 1993-94prices) 
Index Number of Agriculture Triennium 
Production (All Crops) Ended 
Food grains Production 
General Index of Industrial 
Production 
MONEY AND BANKING 
RESERVE BANK OF INDIA 
Notes in Circulation 
Rupees Securities 
Loans And Discounts 
(a) Scheduled Commercial Banks 
(b) Scheduled State Co-opera. 
Banks 
SCHEDULED COMM. BANKS 
Aggregate Deposits 
Bank Credit 
Investment in Govt. Securities 
CASH RESERVE RATIO & 
INTEREST RATES 
CASH Reserve Ratio & 
Bank Rate 
1981-82=1 00 
Million tonnes 
1993-94=1 00 
148.4 176.8 165.1 
176.4 209.8 195.9 
212.6* 154.9 162.5 
Rs. Crores 53784 192483 212858 
Rs. Crores 86035 140967 150569 
Rs. Crores 19900 37890 28143 
Rs. Crores 8169 9513 5980 
Rs. Crores 38 15 27 
Rs. Crores 192541 813345 962618 
Rs. Crores 116301 435958 511434 
Rs. Crores 49998 278456 340035 
Per Cent 15 9 
Per Cent 10 8 
PerAnnum 
8 
7 
FOREIGN TRADE 
Value of Imports U. S. $ million 24073 49671 50536 
Value of Exports U. S $ million 18145 36822 44560 
Balance of Trade U. S. $ million -5927 -12848 -5976 
Foreign Exchange Reserves 
(a) Foreign Currency Assets U. S. $ million 2236 35058 39554 
(b) Gold U. S $ million 3496 2974 2725 
Source: RBI Bulletin, Jan 11,2003 (www. RBI. org. in) 
From the above table it is clear that all indicators of the Indian economy show a positive trend 
since the introduction of new policies. Be it the production of food grains or the value of 
exports, every sector has shown a massive increase due to the introduction of the outward 
looking policy changes mentioned earlier. The value of imports also increased along with the 
balance of trade, which can also be seen as a result of globalisation. In short, economic 
globalisation in India took place quite late as compared to other countries but has shown 
positive results by bringing the Indian GDP, growth rate, FDI and exports up. 
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2.6. Conclusion 
Today Indian economy is quite integrated with the world economy and has all the factors of 
globalisation working for it. Many big business house or corporations plan their strategies 
keeping in mind the global and not merely the domestic market, whether it is product design, 
choice of technology, means of finance or opportunities for collaborations and strategic 
alliances. This kind of globalisation became possible only due to the growth of transnational 
corporates, modernisation, privatisation, deregulation and liberalisation hence leading to a 
more economically globalised India. 
India's economic globalisation started in the late 1980's and 1990's against its socialist 
background. The socialist view adopted in the 1960's had to be altered to accommodate 
structural programme needed for the economic development5. It was after pursuing an inward- 
looking development strategy with the state assuming an important role for more than 4 
decades India decided to take a historic step towards economic globalisation with the 
implementation of new economic policies. While very little is known about the social impact of 
global isation in India, but some general observations made by Short and Kim (1998) suggested 
that globalisation has not been able to adversely affect Indian customs, traditions and cultural 
values and tend to co-exist. For instance, it has been observed that the so-called 
McDonalisation has not been able to spread through wide food chain and is yet to match in 
competence with large Udipi chain selling dossa-idly in India. There are number of McDonalds 
in the big cities in India, but McDonalds, in India, use lamb and not beef in their hamburgers 
suggesting the cultural values taking over westernisation and commercial isation of food. Aiyar 
(1999) provided another example of the same nature, where it is noticed that more tandoori 
chicken is served in the restaurants in Britain and US than Kentucky Chicken in India. 
5 Basu (2001), discussed, an understanding of the role of culture and collective beliefs can help design better 
and more appropriate economic policy, especially in case of India where there has always been a socio-cultural 
background to its economic policies. 
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The overall impact of the changing economic policies was slow till 1985, after which further 
economic reforms were introduced in 1991 to expedite the economic efficiency. Specific 
targets were set and many sectors received individual attention (banking and finance). Reforms 
(specially industrial policy reforms and trade-policy reforms) were introduced along with 
deregulation, liberalisation and privatisation of public sector, to help India integrate in the 
world economy, as quickly and as efficiently as possible. As a result the heavy industry and 
other manufacturing units, which were with the government as public sector undertakings, were 
opened to private participation. Other public utilities sector such as electricity, gas and water 
were also opened to private entrepreneurs. The Public Sector Enterprises that were declared 
'sick' for a while also got attention and they were allowed to bring down their expenditure, 
with the introduction of the new voluntary retirement scheme. 
The trade policy reforms helped India to decrease the amount of its imports and increase the 
exports of goods to various countries. Trade relations with a lot of nations improved, especially 
the trading blocks in EU, NAFTA and Middle East to name a few. The formation of SAARC 
helped India to realise the regional potential and strengthen is relations with its neighbours. The 
efforts were made to make the region into a free trade zone and increase the trade in the region. 
Various other steps were taken to transform the unofficial trade within the SAARC region into 
an official one. The sectors of economy, which benefited from these reforms most, were the 
industrial sector, manufacturing sector and the services sector. But among these sectors again it 
was the services sector was the one that got the much-needed input and came out as the sector 
with the highest growth rate from the 1980's to 2000, 
Within the services sector the IT industry showed major development as an industry and 
achieved a growth rate of over 50%. It was in the 1980's that major development in this sector 
took place and professionals all over the world recognised the potential of Indian computer 
programmers and designers. Specific laws were enforced to enhance the present potential. 
After the enforcement of laws for further development in the IT industry new cities came up 
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with Software Technology Parks (Banglore, Pune, Hyderabad, Noida, Thiruvananthapuram, 
Bhubneswar and Gandhinagar). Today these ST Parks provide wide range of services and these 
services have a large market worldwide. IT products account for the major share in the Indian 
exports. 
Among the services, the services, which got major attention besides Information and 
Communication, were the two producer services, namely banking and insurance. The structural 
adjustment programme included the fiscal policy reforms along with financial sector reforms 
with special steps for banking and insurance. Private sector banks were allowed to operate 
along with the nationalised banks. Also foreign banks were permitted to operate in the country 
under the new banking Act. Although the foreign banks under the directions of Reserve Bank 
of India were allowed to operate initially only in Mumbai and N. Delhi, but of late they are 
allowed to have their offices in other major cities in India. The insurance sector that was 
government regulated for over 50 years in India, also received some attention during the 
second phase of globalisation, when in 2000 insurance act was passed and insurance was 
opened to the private sector. By 2002, along with the private players, foreign companies also 
got entry into the Indian insurance sector and they collaborated with the existing private 
companies to provide competition to the much-closed insurance sector. 
On the whole, it can be said (based on the all the above tables) that the services sector in India 
achieved the maximum increase in their growth rate as a direct result of the new economic 
policies. Therefore, to better understand the economic globalisation in India, a study of services 
sector, mainly the producer services becomes important, and thus a study was conducted by me 
and an analysis of the services sector as a whole is provided in chapter 3. Further a chapter for 
each of the 4 selected producer services is also provided, namely: banking chapter 5, 
accountancy chapter 6, advertising chapter 7 and insurance chapter 8. Methodology for all is 
given in chapter 4. 
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CHAPTER 3 
ROLE OF PRODUCER SERVICES IN GLOBALISATION 
3.1. Introduction 
Today in the world economy the services sector has become absolutely central and there is an 
increase in the trade of services across the world. it was in the 1970's that the services sector 
began to interriationalise, supported by a wide range of factors That included the increased 
tradability of some services, occasioned by advances in telecommunications and information 
technology, as well as better packaging ('custom isation') and government deregulation. By the 
1980's service industries were growing faster than any other sector of the world economy and 
international trade in commercial services accelerated to become an important driving force in 
its own right in the global trading system (Thrift, 1989). 
It was the growing importance of the services in the production process that led to the 
development of services and an increase in their trade across the world. It was realised that 
services were needed at every stage of the production process and had become a major source 
of value addition (Dicken, 1992). For example, in a number of product markets it was the 
6services ..... design, styling, research, marketing, delivery, packaging, consumer credit ... 
which determined the competitiveness of agricultural and manufacturing investment. 
Therefore, a number of policies were formulated at international level to promote the 
production and trading of the services in the world (as discussed further in the chapter). Today 
the provision of these services as inputs to production can be carried out within the producing 
firm itself or some or all of them may be put out to independent, specialist firms (Riddle, 
1986). 
It can also be said that, in contemporary times economic globalisation has been accompanied 
and supported by the rapid growth and internationalisation of services, mainly the producer 
services, across the world. Today, there are a large number of trans-national corporations 
operating in the world, which are as a result of the increasing role of services in foreign trade 
and FDl, that have made it possible for services firms to follow their clients in other countries 
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by opening of their offices (as trans-national corporations). Innovations in information 
technology and communication have made it possible to transmit high-command data that 
forms the basis for these trans-national producer services firms. 
The chapter has 4 aims, first to identify the producer services that have played an important 
role recently in the world economy and specifically in the economic development of a region, 
particularly in India, which was part of the structural changes adopted to accommodate 
globalisation (as discussed in chapter 2). Second, to examine the policy changes made towards 
the producer services in the world economy as a whole and the specific policies adopted by 
India to improve the status of producer services in the country. Third other aim is to examine 
the relationship between production and consumption of producer services in the country and 
how are they distributed, to meet the needs of their clients. Fourth to provide a context for the 
detailed study of four producer services is given in the following chapters 5,6,7 and 8 where it 
was important to start with a historical perspective on the way in which services gradually 
became a part of the economy. 
3.2. What are services? 
Everybody knows what manufactured goods are: they can be seen; they can be handled; they 
are tangible and can also be acquired or consumed far away from their place of production. 
Services most easily expressed as the exchange of a commodity, which may either be 
marketable or provided by public agencies, which often does not have a tangible form (Daniels, 
1988). According to Greenfield, 'Services seem to pass out of existence in the same instance 
as they come into it'. The term services itself implies the existence of two parties, those 
rendering the service and those to which the service is rendered (OECD, 1978a). 
Studies of service development suffer from the inconsistencies in the definitions and 
classifications used. One of the most frequently used methods of classifying economic 
activities as a whole is by the industry sector. While it makes for a neat division into primary, 
secondary and tertiary sectors, the method has several limitations (Daniels, 1988). A sectoral 
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classification of the industry orders describing each sector and their sub-divisions derived from 
United Nations, 1948; revised 1968 are given below in table 3.1. 
Table 3.1. Services Defined by Industry Order 
SECTOR INDUSTRY ORDER 
Primary Agriculture, Hunting, Forestry, Fishing 
Secondary Mining and quarrying; Manufacturing; Electricity, gas and water; 
Construction 
Tertiary Commerce; Transport, storage and communication; Finance, insurance, 
(services) real estate and business services; community, social and personal 
services; activities not adequately defined (all included in the tertiary 
sector). 
Source: Daniels, 1988. 
In the classifications used by some government statistical agencies, services are often seen as, a 
residual category activities, which are neither dug out of the ground nor manufactured. One 
way of classifying this incredibly heterogeneous group of activities is to see them as a part of a 
sequence of economic activities - primary, secondary, tertiary, quaternary - in which each 
element is further removed from direct involvement with the earth's physical resources 
(Dicken, 1992). 
Thus, the primary sector is concerned with direct extraction and manipulation of the earth's 
physical resources. Its outputs of raw materials and commodities are taken up by the secondary 
sector, which transforms them into manufactured products. These are then sold to other 
producers (producer or inten-nediate goods) or to private individuals or households (consumer 
or final goods). However, the distribution of consumer goods is rarely undertaken directly by 
the manufacturing company itself. This is one of the functions of the tertiary sector, which is 
itself made up of a vast array services in retailing and other activities. At one time the whole of 
the non-production sector was classified as 'tertiary' activity, but this was not very helpful. It 
was recognised that the functions of a supermarket checkout assistant were a lot different from 
that of a nuclear scientist. Hence, it became common to separate out tertiary services from a 
category of 'quaternary' services whose primary functions involve high-level transactions, 
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analyses, research, decision-making etc. The quaternary sector consisted of those activities, 
which control, administer and co-ordinate economic and non-economic activities and which 
also provide 'higher-order' services such as finance, research, education, health-care. 
According to Daniels (1988), there are spatial variations in the distribution, structure, 
productivity, or growth of service activities. Such variations are facilitated by one very obvious 
difference between a manufacturing and service establishment: the former fabricates raw 
materials or components into products which are sold to many users, while the latter is often 
engaged in the sale of (or provision of) skill and knowledge over a period of time, the systems 
data analyst, in a computer/ data processing firm or a consultant in a marketing or advertising 
agency. By and large the essence of many service industries is selling the time and talents of 
highly trained and experienced individuals. 
Distinguishing services by the nature of their end products and classifying them according to 
the occupational category of those who produce them forms a difficult task. Service 
occupations are defined in the International Standard Classification of Occupations (ISCO), but 
only a few countries publish data according to it. The main service classes are: 
0/1 Professional, technical and related workers 
2 Administrative and managerial workers 
3 Clerical and related workers 
4 Sales workers 
5 Service workers 
Source: Illeris, 1996. 
The work of Katouzian (1970) and Greenfield (1966) has been influential in differentiating 
between those business-related or consumer service industries (e. g. research, entertainment and 
hotels) that grow in the course of economic development, and traditional personal services (e. g. 
laundrettes or domestic servants) that decline. Such classifications have also been developed to 
distinguish between public and private provision of services and, within private services, 
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between blue-collar or physical distribution services and white collar of office-based services 
(Browning and Singelmann, 1975; Gershuny and Miles, 1983; Noyelle 1985 and Noyelle and 
Stanback 1988). 
Daniels (1982), felt that there was an advantage of availability of statistics in the industrial 
sector based on a standard industrial classification scheme, where each major sector is sub- 
divided into a number of industry orders and are usually defined according to the raw material 
used. Further, the British Standard Industrial Classification Scheme differs from other 
international schemes, which makes comparisons difficult. He provided a refinement and the 
sub-divisions are as follows: 
Tertiary: Transportation and utilities (often including construction) 
Quaternary: Finance, Insurance, Trade, Real estate 
Quinary: Education, Government, Health, Research 
According to Castells (1989), service activities 'connect agriculture and manufacturing with the 
consumption of goods and services, and with the management of organisations and institutions 
Of society'. Today, the service sector is extremely diverse far more so, in many respects, than 
the manufacturing sector. Services range from the highly sophisticated, knowledge- and 
information-intensive activities performed in both private and public sector organizations to the 
very basic services of cleaning and simple maintenance. It includes retail and wholesale 
distribution and entertainment as well as health care and education services. They are either 
consumer services (as an end product), producer services (used by firms in the production 
process) or mixed such as banking and insurance. They are either tangible or intangible. The 
list is (almost) endless. The following table 3.2 shows the various types of services: 
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Table 3.2 Types of Services 
CONSTRUCTION SERVICES 
Site preparation 
New constructions 
Installation and assembly work 
Building completion 
Maintenance and repair of fixed structures 
TRANSPORTATION SERVICES 
Freight services 
Passenger transport services 
Charter services 
Services auxiliary to transport (incl. Cargo 
handling, storage) 
Travel agency and tour operator services 
Vehicle rental 
FINANCIAL SERVICES 
Banking services (commercial and retail) 
Other credit services (incl. credit cards) 
Services related to administration of 
financial markets 
Services related to security markets (incl. 
brokerage, portfolio management) 
Other financial services (incl. foreign 
exchange, financial consultancy) 
BUSINESS SERVICES 
Rental/leasing of equipment 
Real estate services 
Installation and assembly work 
Professional services (incl. legal services, 
accountancy, management services, 
advertising, market research, design 
services, computer services) 
Other business services (incl. cleaning, 
packaging, waste disposal) 
TRADE SERVICES; HOTEL AND 
RESTURANT SERVICES 
Wholesale trade services 
Retail trade 
Agents fees/commissions related to 
distribution 
Hotel and similar accommodation services 
Food and beverage serving services 
Source: Dicken, 1992 
COMMUNICATION SERVICES 
Postal services 
Courier services 
Telecommunication services (telephone, 
telegraph, data transmission #, tele- 
metrics, radio, TV etc. ) 
Film distribution and related services 
Other communication services (incl. news 
and press agency, library and archive 
services) 
INSURANCE SERVICES 
Insurance on freight 
Non-freight insurance (incl. life insurance, 
pensions property, liability) 
Services auxiliary to insurance (incl. 
brokerage, consultancy, actuarial) 
Reinsurance 
EDUCATION SERVICES 
HEALTH-RELATED SERVICES 
Human health services (incl. hospital 
services, medical and dental services) 
Veterinary services 
RECREATIONAL AND CULTRAL 
SERVICES 
PERSONAL SERVICES (not included 
elsewhere) 
e. g. house clean ing/maintcnance, nursing, 
day-care services 
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3.3 'Producer' services and 'Consumer' services 
Since, the services sector became an increasingly significant - even the dominant - element in 
many economies, particularly in terrns of its contribution to GDP and employment, a rather 
different approach to classifying services has become popular services, it is suggested, services 
can be separately categorized into consumer services and producer (or business) services. 
This classification is based on what is seen to be the final output or the customer of the 
particular service. It is derived from the distinction commonly made in the manufactured goods 
sector in which producer/intermediate goods are distinguished from consumer/final-demand 
goods. Daniels (1988), also suggested that consumer and producer services can be sub-divided 
according to their perishable, semi-durable and durable attributes, which is shown in the 
following table 3-3. 
Table 3.3 Consumer and Producer services and their sub-divisions 
Consumer Services 
Perishable Yield utility over a short time (e. g. visit to a hairdresser, 
Semi-durable 
Durable 
Producer Services 
Perishable 
Semi-durable 
Durable 
Source: Price and Blair, 1989. 
laundrefte, football match). 
Gives longer utility (e. g. dental treatment, legal advice, 
central heating repair). 
Gives longer-term utility (e. g. advice on education, 
provision of a mortgage). 
Cleaning, waste disposal, delivery service 
Advertising copy for a promotion 
Management and building consultancy, computer 
consultancy 
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Daniels (1988) further provided a possible alternative classification of services, upon which, 
subsequent analysis can be based, and is given below in table 3.4. 
Table 3.4. A Possible Alternative Classification 
Basis of Usual labels & 
Classification Groups 
Alternative labels & Groups 
Input of capital & skill Intensive / limited 
Primary 
dependence on 
Skill 
Destination of output Distributive / producer / 
Social /personal; productive/ 
Individual consumption / 
Collective consumption; 
Complementary / old / new 
Occupation White collar/ Blue 
collar 
Origin Public / Private 
Location Tied / foot-loose 
Premises Office / Non-office 
Organization Formal / Informal 
Source: Daniels, 1988. 
Tertiary/Quaternary/Quinary 
Market / Non- market 
Local / Non-locaf 
Modern /Traditional 
According to Marshall et al., (1988), a grouping of services into those meeting the final 
demand and those meeting the intermediate demand is widely used. The so-called consumer 
and producer services are not, however, mutually exclusive groups; some service activities are 
clearly either 'producer' services on the one hand or 'consumer' services on the other, many 
services apply to both categories at the same time (banking sector being a classic example). 
Banking, insurance and finance fulfil both final and intermediate demand. In other words, most 
services are 'mixed' in that they are both producer and consumer services. Obvious examples 
are transportation and communication services, hotels, many financial services, legal services, 
accounting and insurance services. 
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Sinlgemann (1978) proposed another classification of services that is now widely accepted, 
where 4 types of services are identified: distributive services (e. g. retail, transportation); 
producer services (e. g. insurance, banking, engineering, legal services); social services (e. g. 
education, medical, welfare, government) and personal services (e. g. hotels, laundry, 
entertainment). 
This led Allen (1988), to propose that some services are neither consumer nor producer 
services but are, 'circulation services: Whereas advertising, marketing and research and 
development are readily identifiable as producer services and, similarly, recreational, 
educational, health, welfare and personal services fall neatly under the category of consumer 
services, the commercial and financial services which mediate and abbreviate the exchange 
process within an economy are neither producer nor consumer services. They are circulation 
services, services produced within the process of circulation and for circulation, and not 
intermediate services produced primarily for other branches of industry or final services 
produced for consumers'. 
Several of the activities listed in, 'business' services, are also used by private consumers 
(Daniels, 1991; Sassen, 1991; Dickens, 1992). The key distinguishing trait among them, 
became the fact that producer services, were, services produced for organisations whether 
private sector firms or governmental entities, rather than for final consumers; that was to say 
producer services are intermediate outputs (Greenfield, 1966). Producer services are 
produced for firms rather than individuals and the central notion is that these services 
support production, whence the name producer services (Sassen, 1991). (Based on 
Sassen's model of role of producer services in globalising cities, I have used four producer 
services for my study of Major Indian Cities under the conditions of Contemporary 
Globalisation). 
The elaboration of the services category and the consequent differentiation, especially between 
the consumer and producer services, has led to a re-evaluation of the traditional characteristics 
attributed to services (that services are not transportable, cannot be stocked and are not subject 
to accumulation or export). The increasing importance of services in an economy led to the 
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diversification, circulation and export of these services (especially the producer services) across 
the world. The shift from manufacturing-based economies to ones in which most people are 
employed in services entailed an enormous transition in types of output, employment, incomes, 
skills and education, and the social mobility of various groups. Data on the composition of 
GDP of the US, for example reflect the relative decline of agriculture and manufacturing and 
the growth of services in spots, as shown in table 3.5 below: 
Table 3.5. Composition of US GDP (billions of current dollars) 
1950 1960 1970 1980 1990 2000 
Agriculture and Fishing 24 24 26 63 108 136 
Mining 9 13 19 113 112 12 
Construction 13 24 51 130 249 464 
Manufacturing 84 143 250 588 1041 1567 
TCPU 1 27 48 89 242 491 825 
Wholesale Trade 20 37 72 197 376 674 
Retail Trade 32 51 101 245 508 894 
FIRE 2 31 70 142 416 1010 1936 
Other Services 24 52 121 379 1072 2165 
Government 32 70 159 385 807 1216 
Total 296 528 1029 2758 5773 10003 
Source: Bryson et al. (2003). 
Similar changes have occurred across Europe, Canada, Australia and Japan and the percentage 
of services in the country's total employment, for some of these countries have been given in 
the following table 3.6, where, measuring the output of services was difficult and often fraught 
with error. 
Table 3.6. Services as a% of Total Employment 
US Japan Germany France Italy UK Canada 
Distributive Services 20.6 24.3 17.7 20.5 25.8 20.3 24 
Producer Services 14 9.6 7.3 10 na 7.9 11.3 
Social Services 25.5 14.3 24.3 19.5 15.5 22.8 22.6 
Personal Services 11.7 10.2 6.3 14.1 15.6 8.9 13.5 
Source: Bryson et al. (2003) 
This trend can also be seen from the following table 3.7, showing the increase in % share of 
Services in GPD in various countries, where there has been a marked increase in the share of 
services in South Asia Countries, East Asia and in Latin America countries. 
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Table 3.7 Total Share of services in GDP (%) 
Share of Services 
In GDP (%) 
1980 1999 
South Asia 
India 36 46 
Pakistan 46 49 
Bangladesh 34 50 
Sri Lanka 43 52 
Nepal 26 37 
Regional Average 37 47 
East Asia 
Hong Kong 49 85 
Singapore 61 64 
Korea 45 51 
China 21 33 
Regional Average 28 41 
Latin America 
Argentina 52 67 
Brazil 45 61 
Mexico 59 67 
Regional Average 50 62 
Africa 
South Africa 43 64 
Kenya 47 61 
Zimbabwe 50 55 
Regional Average 43 56 
High Income 
USA 64 74 
Japan 54 62 
France 62 74 
Regional Average 61 71 
World 55 63 
Source: Mukhopadhyay, 2002 
3.3.1. Producer Services 
Producer services cover financial, legal, and general management matters, innovation, 
development, design, administration, personnel, production technology, maintenance, 
transportation, communications, wholesale distribution, advertising, Cleaning services for 
firms, security, and storage. Central components of the Producer services category are a range 
of industries with mixed business and Consumer markets. They are insurance, banking, 
financial services, real estate, legal services, accounting, and professional associations. 
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Producer services supply mainly business and government rather than individuals, but they do 
so in any sector, from agriculture through manufacturing to services. Such a conception goes 
beyond the nation of producer services as resulting from the demand for specialized services by 
manufacturing firms, the later a long tradition that posits manufacturing as the base or expert 
sector in an economy and hence views the growth of services as dependent on manufacturing 
and its growth (Sassen, 1991). There is here a recognition of the fact that services are needed in 
production processes, hence going beyond consumer services, and that such processes are 
present in many spheres of the economy, not just in manufacturing (Galbraith 1969; 
Singelmann 1974; Marshall 1979; Greenfield 1966). 
3.3.2. Classification and Measurement of Producer Services 
In the terms of market, Marshall and his colleaugues (1986) posit that producer services can be 
classified as (1) services provided by firms for their own consumption; (2) services produced 
by firms whose purpose is to sell such a service (these are the specialized service firms that 
constitute a free standing market of such firms) or (3) services provided for other firms by 
firms that meet demand from both, firms and consumers (these are mixed mixed consumers 
and business market firms). Further, Marshall, Damesick and Wood (1987) tried to provide a 
classification of producer services, stated in table 3.8, which is as follows: 
Table 3.8. Main Types of Producer Services 
Information Processing Services 
Product/ Process, research and development 
Marketing, sales, advertising, market research, photography, media 
Engineering (civil, mechanical, chemical, electrical, etc. ) and architectural design 
Computer services, management consultancy, administration 
Financial planning, accountancy, investment management, auditing 
Banking, other loan institutions 
Insurance 
Legal 
Training/ education/ personnel and industrial relations 
Purchasing 
Office services 
Property management/ estate agency 
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Goods-related Services 
Distribution and storage of goods, wholesalers, waste disposal, transport management 
Installation, maintenance and repair of equipment, including vehicles, communications 
networks, and the utilities 
Building and infrastructure maintenance 
Personnel Support Services 
Welfare services 
Cleaning, catering, security, safety 
Personal travel and accommodation 
Source: Marshall, 1988 
Various attempts have been made to measure producer services but lack of data from 
established data sources posed a problem. The most reliable approach, adopted in a landmark 
study by Greenfield (1966) in the US and applied by Wood (1984) and Daniels (1985a) to the 
UK, uses input-output tables as well as sectoral case studies, to divide service output between 
intermediate and final demand, and equates output with employment. Other studies, which 
were conducted in early days used similar sort of data e. g. Crum and Gudgin (1977), used the 
Census of Population and Green and Owen (1984), used 1980 Socio-economic Group 
classification. 
3.4. Internationalisation of Producer Services 
The internationalisation of most economic activity generally occurs via two means. One way, is 
through international trade; the other is through some kind of presence in a particular overseas 
location or market (e. g. via foreign direct invest, licensing, joint -venture, subcontracting). 
Earlier on, it was felt that the internationalisation of services in this sense was not possible, as, 
many services were not tradable in the strict sense of the term because they needed to be 
consumed at the point of production. At the time they were considered not storable and are not 
tradable (since, services were commonly regarded as being intangible, perishable, requiring 
their consumption at the same time and in the same place as their production, therefore, most 
services, by this definition, are not tradable) (Dickens, 1992). 
It is now claimed that technology innovations, especially in information technology, have made 
it possible - at least in principle - for some kinds of service transactions to be conducted with 
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geographical separation between the producer and consumer of the service. For example, the 
development of sophisticated information technologies permits the international - or trans- 
border - flow of data and infon-nation (which among other factors, helped, mainly the spread of 
financial services to various parts of the world). In that respect, they (communications and 
information technology) allow 'information-based services' to occur to even where the 
producer and consumer are geographically separated, and producer services can now be traded 
internationally (ibid). 
But even in those cases, there is generally a need for the supplying firm to have an actual 
presence in the foreign market to deliver the service more efficiently and effectively (based on 
governmental regulation), which takes place through trans-national corporations that spread 
their network. These trans-national corporations either in the manufacturing or in the services 
sector play an important role in interriationalisation process. The development and introduction 
of information and telecommunications technologies helped the internationalisation of services, 
which was in recent years made possible by the deregulation of telecommunications industries 
across the world (Moss, 1998). 
3.4.1. Role of Information Technology in Internationalisation of Services 
The IT economy would comprise all the activities involved in value addition (i. e. GDP), 
adjusted for exports and imports, by way of IT services, software, systems, and communication 
equipment, such as computer companies, telecommunication utilities and related enterprise. IT- 
enabled services mainly include content development, medical transcription, call centres, and 
database services. The term 'new inforination technology' generally refers to one or more of 
the following activities: generation, conversion, storing, processing and transmission of data 
and information, vital for the producer services (Martinelli, 1991). 
The essence of services, especially the financial services, is the transformation of massive 
volumes of information. Much of that activity is routine data processing performed by clerical 
workers in the back-offices of these large firms. The early adoption of large-scale computing 
by banks, insurance companies and other services firms, from the late 1950's initially led many 
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of them to set up huge centralised data processing units. The introduction of microcomputers 
and networked computer terminals made such centralised processing units and the tendency in 
recent years has been to decentralise back-office functions more widely in much smaller 
processing units (Dicken, 1992). 
Further, as a part of the trans-national services firms business processing and transmission of 
information has to be carried out over long distances through telecommunications. The 
transportability or transmission of information was made possible by three major innovations 
of the last two decades - the fax, the mobile telephone and the Internet - which have proved 
how telecommunications networks can be used to create new mass-market products that change 
the way people live and work (The Economist, 1997d). These innovations were applied and 
used in the services sector, which helped services firms in transmitting the data and process 
information rapidly, a major factor in service production and secondly enlarged their markets 
globally. Thus two major consequences of the new technology for the production of services 
can be mentioned here, (a) an increase in their transportability (UNCTAD 1985) and (b) a 
further increase in scale economies of production (Stanback et al., 1985). 
It was found that, firms with global markets or global production processes required advanced 
telecommunications facilities and the acceleration of the financial markets and their 
internationalisation made access to advanced telecommunications facilities essential. But 
development of the telecommunications infrastructure requires massive investments and 
continuous incorporation of new technologies, discoveries and innovations. Also advanced 
telecommunications require massive investment in infrastructures, such as teleports fibre-optic 
networks and intelligent (smart) buildings, and continuous incorporation of new technologies, 
discoveries and innovations. The main demand for telecommunications services comes from 
information-intensive industries (financial services), which, in turn are located in major cities 
that have such facilities. Since significant investments were concentrated in only a few selected 
cities, this is where there was an agglomeration of cooperate headquarters and financial, legal 
and advertising services (Daniels, 1991; Langdale, 1991; Moss, 1991; Moulaert and Djellal, 
1995; Warf, 1989,1995). Further, vital information transmission facilities, such a teleports 
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equipped with satellite earth stations, exhibit high fixed costs and low marginal costs they offer 
significant economies of scale to small users unable to afford private systems (Warf, 1995). 
The deregulation of the telecommunications industry' was important because telephony is the 
leading form of telecommunications at the international scale. Further, by the using these 
technologies in the production of services, the producer services firms, were able to reduce 
their cost of production and spread their network of off ices to be located near their clients, even 
if that meant locating themselves across the globe. In other words, it was this convergence of 
information technologies and telecommunications that gave rise to communication systems and 
networks that stretched across the globe. Along with other innovations, a recent innovation i. e. 
the development of an integrated services digital network, now also allows customers to send 
and receive high speed, high-quality voice, data, image and text, in any combination, over 
public telephone lines (ISDN)2 . Revolutionary transformations 
in telecommunications have 
been linked to the rise and expansion of a global financial system and a global service economy 
(Brunn and Leinbach 1991; Daniels, 1993; Langdale, 1989; Moulaert and Djellal, 1995). 
In the 1980's New York had the largest concentration of telecommunications facilities in the 
United States. By 1984 it accounted for one-third of all optic-fibre networks installed in the 
US. Its teleport is still one of the most advanced, along with Tokyo's. London international 
telecommunications and computer systems enabled them to develop global banking and 
financial trading functions. Of particular importance is the inter-linkage of dealing rooms 
through dedicated and secure telecommunications networks, so that currencies, stocks and 
shares and commodity prices and volumes in every significant business centre are 
1 The most important was the abolition in 1984 of the American Telephone and Telegraph (AT&T) monopoly, 
which created new opportunities for competitors such as MCI and US Sprint. In Great Britain the privatisation 
of British Telecommunications and the entry into the market of the Mercury Corporation was a similar process. 
In 1987 the Japanese government licensed three new companies to compete with Nippon Telegraph and 
Telephone (Warf, 1989). 
2 ISDN customers benefit from a wide range of services and clearer, quieter and more reliable connections. The 
main advantage is that data can be transmitted faster and with out the need for a modem to convert signals from 
analogue to digital mode and back again. ISDN creates the basis for an integrated electronic office in which 
data, sound and vision can be transmitted simultaneously to major business centres across the globe. 
international ISDN links were first established in 1989 between the United Kingdom and France, USA, and 
Japan, while in 1990 service began to Australia, the Far EasL Scandinavia and Germany. The major 
consequence was a reduction in long-distance call rates, from which international voice and data transmission 
services benefited the most. 
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simultaneously displayed on computer screens around the world. On this basis, twenty-four 
hour global trading can be conducted at the touch of a button, with financial settlements being 
made by electronic funds transfer. Computers are commonly programmed to buy and sell 
automatically if prices fluctuate beyond specified limits. London is especially well placed to 
dominate the global financial market as it lies between the Eastern Standard and Far Eastern 
time zones. Telecommunications enable a London-based dealer who starts work at 0600 hours 
to catch the end of trading on the Tokyo exchange, to trade all day in London, and to conduct 
business for several hours in New York. The emergence of world cities as financial centres 
has largely been made possible by telecommunications. 
In the modem world, the impact of telecommunications upon businesses includes a variety of 
activities often lumped together as le-commerce'. It includes redefinition of functions and 
skills of labour force, electronic links between businesses, electronic shopping, banking and 
marketing. It includes both business-to-business transactions and those linking firms to their 
customers. The business-to-business contracts, use electronic data interchange (EDI systems), 
which include up-to-date advertising, online product catalogues, the sharing of sales and 
inventory data etc. which reduce delays, marketing and delivery costs. 
3.4.2. Role of Trans-national Corporations 3 in the Growth of Producer Services 
For many service industries, particularly the producer services and those, which are circulation- 
activities, the initial stimulus to their internationalisation was the rapid growth and global 
spread of Trans-national Corporations, in the manufacturing industries. This was because, there 
is a close association between services and manufacturing, since the goods produced by 
manufacturing firms, would have little value unless they were designed to meet the needs of 
the market, transported to that market, advertised, sold and subsequently serviced or upgraded 
as appropriate. 
Daniel Bell (1973) pointed out that unlike industry, which works with goods, services involve 
people exchanging information (activities of research, consultancy, control). Participation of 
3 The Geographical literature differentiates between multinational or trans-national corporations (TNC) and 
national firms. A TNC is defined 'as a firm which has the power to co-ordinate and control operations in more 
than one country, even if it does not own them (Dickens, 1998). 
90 
producer services, in the act of production (Langeard et al., 1981) might be through exercising 
a function of specification (analysis), co-production (research), marketing (word of mouth) or 
quality control of the service given. Therefore, producer services need to locate close to their 
customer (manufacturing trans-national firms). Thus, with the markets for the manufacturing 
firms becoming international, and the resulting, internationalisation of these manufacturing 
Trans-national Corporations (particularly U. S. corporations), a need for producer services firms 
to move as well was created. 
3.5. Specialisation of Producer Services Firms 
Growing size and diversity in the components of a firm entails increasing separation of 
functions, often resulting in geographic dispersal. Changes in the structure and in the scale of 
firms have resulted in a demand for inputs by large trans-national corporations, which have 
become increasingly specialized and at the same time generalized. Producing certain highly 
specialized services inside the firm has become increasingly difficult because of the rising level 
of specialization and the costs of employing in-house specialists full time. Greenfield (1966) 
argues that specialization is the key factor pushing toward externalisation. The overall result is 
an increase in the level of complexity at central headquarters. These are not simply centres for 
administration and control, but also centres, for decision about product development and 
expansion and mergers and acquisitions in a multiplicity of industries (Sassen 1991). 
Specialized firms are in a position to sell their services to a diversity of firms and to continue 
developing their products and incorporating the latest innovations. Eventually, a large demand 
reduces the price of such producer services to small firms that otherwise would have been 
unable to buy such services. This in turn further expands the specialized services industry. The 
development of such a market entails a specialization of inputs in the production of such 
services and a standardization of outputs; that is, these services can be sold to a large number of 
firms (Sassen, 1991). 
As a result, many producer services were traded in the market or within organisation, from a 
head office of a multi-site firm to a branch or a subsidiary. This was true in the case of 
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increasingly complex and sophisticated multinational U. S. corporations, operating at both a 
global and national level, which generated a demand for advanced intermediate-service inputs. 
This put U. S. producer services firms in the forefront in terms of innovations and service 
offerings and made them operate on an international level. In the post war decades and into 
thel960s, U. S. corporate structure was among the most advanced forms of complex 
organisation, and U. S. corporations generally led in the use of sophisticated intermediate 
inputs. The US corporations represented an organisational structure rather different from that of 
the large trading, banking, and insurance firms of the British Empire or of other earlier 
Empires. Many of the advanced producer services, such as international law or management 
consulting, were largely seen as unimportant to the functioning of the broader economy in the 
post war period, especially since the needed inputs for large corporations were often produced 
in house (ibid). 
3.6. Location of Producer Services 
As the demand for these producer services increased, the producer services entered a phase of 
accelerated development. Competition and deregulation induced, growing specialisation and 
diversification, as well as the strong orientation towards the global market (as the clients for 
these producer services went global in search of cheaper services firms). It became necessary 
for the producer service firms to make decisions about where to locate the individuals or 
establishments that, mediate the firms operations, involving, transactions in the global 
marketplace. (Since, the trading in international markets introduces even greater uncertainty 
because of factors such a cultural differences, local regulatory requirements etc). The strategy 
of many producer service firms was therefore to locate in those places that will access to as 
much information as possible on market needs, client expectations, and business practices and 
regulations. 
There has been numerous analyses of trends in the location of producer services of the kind 
initiated by Noyelle and Stanback (1983), or Beyers (1989) for the US, and subsequently, by 
Ochel and Wegner (1987) for Europe, Coffey and Shearmur (1997) for Canada and Marshall et 
al. (1988) for the UK. Daniels (1985), tested several of the hypothesis on the locational patterns 
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of services, came to support the hypotheses that consumer services are more evenly distributed 
than producer services. Producer services were found to be highly concentrated in large central 
places, with gradually reduced representation in the less central places. They seem to be located 
in big cities rather than the periphery areas. This is because producer services tend to require a 
diversified resource base and, in certain industries, considerable investment, particularly in the 
case of telecommunications. 
3.7. Government Deregulation in the Internationalisation of Producer Services 
The real issue on the intemationalisation of services is not the trade itself but, rather, the 
conditions under which providers of services are permitted to establish an actual direct or 
indirect presence in a specific national market (Gibbs, 1985; Dickens, 1992). The issue of 
deregulation played a central role in many of the producer services, which differs in certain 
ways from its role in manufacturing sector. Several of the producer services have professional 
codes and governmental regulation covering the client-provider relation and characteristics of 
products. This has created something akin to monopoly rights for legitimate professional 
practitioners, and it has affected the flow of these services, especially when more than one 
country is involved. The role of governmental regulation is the most central in the case of 
financial services than in other highly regulated producer services, such as accounting and law. 
This is because the financial industry has functioned as one of the key producer services, with 
growing participation in all sectors of the Economy. What is going on now is a revolution: a 
revolution in the way finance is organised, a revolution in the structure of banks and financial 
institutions and a revolution in speed and manner in which money flows around the world 
(Hamilton, 1986). 
Before the 1960s there was really -no such thing as a world financial market. The IMF, together 
with the leading industrialised nations, acted to ensure a broadly efficient global mechanism for 
monetary management based, initially, on the post war Bretton Woods agreement. GATT 
negotiations on service flows and financial deregulation are two different versions of the 
pressure to intemationalise these industries (Dicken, 1992). 
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The forms of such regulations can be divided into two major types those: which govern the 
relationships between different financial activities and those: which govern the entry of firms 
(whether domestic or foreign) into such activities. In the first case, it has been common in most 
countries to restrict, or even prohibit, firms from participating in a range of financial service 
activities. In other words, each national financial services market has been segmented by 
regulations: banks operated in specified activities, securities houses in other areas of activity; 
the two were not allowed to mix across the boundaries. Neither was allowed to perform the 
functions of the other. In the United States, for example, commercial banks are separated by 
law from investment banks under the Glass - Steagall Act 1933 (Dicken, 1992). 
Restricted entry into the different financial services markets has also been virtually universal in 
all countries, although the precise details differ from country to country. Most countries, 
however, have restrictions governing the entry to foreign firms into financial services activities 
(as seen in the case of India till the 1991 reforms were introduced). At the very least, national 
governments retain the discretionary power to restrict inward investments and all countries use 
their anti-trust/ competition laws to regulate foreign acquisitions of domestic financial 
activities. Governments are especially wary of a, too-ready expansions of the branches of 
foreign banks and insurance companies. In almost every case, there are limits on the degree of 
foreign ownership permitted. Many of these restrictions on the operation of financial services 
are still operative. The regulatory walls have been crumbling 4, however, there remain huge 
difference in the extent and the nature of financial services regulations in different countries 
(Dicken, 1992). 
The rapid growth of the currency market outside national regulatory control was certainly one 
of the major stimuli towards an international financial system. It was reinforced by the 
revolutions in telecommunications and information technologies (since information is both the 
process and the product of financial services) that made possible the internalisation of financial 
4 in origin, Eurodollars were simply dollars held outside the US banking system, largely by countries like USSR 
and China, which do not want their dollars holdings to be subject to US political control. 'Once it was 
appreciated that Eurodollars, were free of US political control, it did not take bankers long to recognise that the 
dollars balances were also free of US banking law governing the holding of required reserves and controls upon 
the payment of interest' (Lewis and Davis, 1987). 
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transactions. Pressures built up, too, from the desires of banks and other financial services 
institutions to operate in a less constrained and segmented manner, both domestically and 
internationally. Forces of internationalisation were one of the pressures stimulating 
deregulation; deregulation is a necessary process to facilitate further internationalisation. 
3.8. Growth and Spread of Global Producer Services Firms 
As manufacturing Trans-national corporations proliferated globally, so did major banks, 
advertising agencies, legal firms, property companies, insurance companies, freight- 
corporations, travel and hotel chains, car rental firms and credit card enterprises. In many 
respects, the internationalisation both, of manufacturing and of these business service activities 
became mutually reinforced. 
However, many service companies are single-product organizations, specializing in a specific 
service function and supplying it in many different countries through a network of subsidiaries, 
branches, joint ventures and other forms of partnership. However, some services are strongly 
complimentary to other services, for example there is said to be a 'natural' relationship 
between airlines and international hotel chains, between different kinds of financial services, 
between accountancy and management consultancy, between advertising, public relations and 
the communications media. Hence, there has been a strong development of transnational 
service conglomerates; firms, which operate internationally in a number of related service 
industries and aim to offer-a 'global package deal'. The rationale underlying this strategy is 
that it increases the firm's potential to serve global clients by offering an integrated package of 
services within a single co-ordinated operation (Dicken, 1992). 
Manhattan became the centre of advertising, new models of management, and international law 
firms (Noyelle and Dutka 1988). There were innovations in accounting, in business law, in 
advertising. Similar patterns can be seen in the producer services in other developed countries, 
though mostly less innovative and less aggressive in the search for markets. A good example is 
the recent development of the global advertising industry. Through a whole series of aggressive 
95 
acquisitions and mergers since the early 1980's the leading advertising agencies have become 
true global players with a vast network of overseas offices. By 1992, the UK firm Saatchi and 
Saatchi, for example, has 79 offices in 51 countries. Some advertising agencies deliberately 
adopted the strategy of becoming much broader; marketing- service conglomerates. Now, these 
firms offer a global package, which includes advertising, marketing, promotion, media 
services, public relations, management consultancy and similar functions. Currently there are 
four especially large marketing-service conglomerates, each of which is based upon a nucleus 
of global advertising companies. Of the four, two are headquartered in UK (WPP group and 
Saatchi and Saatchi), and two in the US (Interpublic and Omnicom). Further, a client for one of 
the marketing-service conglomerates can be cross-referred to other parts of the same business. 
It can be seen from the above examples that, the international spread of new 
telecommunications and information technologies coupled with progressive deregulation 
facilitated and accelerated, international trans-actions in services and specially finance. Also, 
the increased specialisation in services intersected with advances in information and 
telecommunications technology facilitated standardisation in production and expansion of 
services market to a global scale (Daniels, 1985; Marshal I et al., 1986; Sassen, 199 1 ). 
3.9. Globalisation of Finance 
In tandem with the globalisation of industry, part cause and part effect, has been the 
globalisation of finance. Following Thrift (1989), we can recognize three components of the 
globalisation of finance: (1) the growth of the Eurodollar market and the consequent growth in 
trading in exchange rates of domestic currencies; (2) the emergence of transnational banks and 
investment companies, the development of a global venture-capital industry, and the advent of 
24-hour global trading in capital and securities markets; and (3) increasing interest by national 
governments, encouraged by transnational organizations such as the World Bank, the IMF, and 
the OECD, in attracting foreign investment. 
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The globalisation of finance has been an important enabling factor in the globalisation of 
industry, facilitating transnational corporations' need for access to enormous amounts of capital 
for mergers, acquisitions, and operational restructuring (Versluyen 1981). It has brought about 
a shift from banks' traditional role of supporting trade between nations and firms to one of 
supporting the expansion of the manufacturing capacity of large corporations, and of 
partnerships between the states, international financial institutions, and private capital (Sacchar, 
1990). 
The influence of telecommunications technologies on the speed and geographical extent of 
financial transactions between sellers and buyers of financial services is one expression of the 
effect of technological change on the financial services industries. Another was the effect of 
information technology on the internal operations of financial services firms (Bertrand and 
Noyelle, 1988). 
For example, banks and insurance companies were among the earliest adopters of computer 
technology to automate the internal processing of financial transactions; so called 'back-office' 
functions, which are otherwise highly labour-intensive. Subsequently, computerisation and 
related technologies were applied to the firms' 'front-off ices': to the direct interface between 
the firrns and their customers. In retail banking, for example, counter clerks or tellers can 
invariably operate on-line computer terminals; automated teller machines and cash dispensers, 
give customers access to certain services outside normal banking hours; home banking by 
computer terminal, however, has been far slower to catch on. The equivalent of such services 
or the large corporate customers was the development of electronic cash management systems 
in which the corporate customer's computers are linked directly to the bank. 
With this transformation in the financial sector, due the technological chaiit-es and innovations, 
global integration of financial markets became possible, collapsing space and time and creating 
the potential for virtually instantaneous financial transactions in loans, securities and a whole 
variety of financial instruments. However, completely borderless financial trading does not 
actually exist, for the simple reason that most financial services remain very heavily supervised 
and regulated by individual national governments. Major deregulation has occurred in all the 
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major economies. The intemationalisation of financial markets and the production of 
innovations to circumvent restrictions put pressure on leading participants, such as the United 
States, Japan and Western Europe to harmonise their financial regulations (Sassen, 1991; 
Dickens, 1992). 
A series of changes in the US since the 1970's has both eased the entry of foreign banks into 
the domestic market and facilitated the expansion of US banks overseas. In 1981 the United 
States allowed the established of International Banking Facilities (11317s), which created 
'onshore offshore' centres able to offer specific facilities to foreign customers. Earlier, 1975, 
the New York Stock Exchange had abolished fixed commissions on securities transactions. 
Currently, the federal government is trying to introduce a major reform of the US financial 
system aimed at allowing banks to become involved in a whole variety of financial services 
and to operate nationwide branching networks (Dicken, 1992). 
In the United Kingdom the so-called 'Big Bang' of October 1986 removed the barriers, which 
previously existed between banks and securities houses and allowed the entry of foreign firms 
into the Stock Exchange. In Japan the restrictions on the entry of foreign securities houses have 
been relaxed (though not removed) and Japanese banks are now allowed to open international 
banking facilities. In France the 'Little Bang' of 1987 is gradually opening up the French Stock 
Exchange to outside and to foreign and domestic banks. In Germany foreign-owned banks are 
now allowed to manage foreign DM issues, subject to reciprocity agreements. 
India too went through the process of deregulation and changes in the financial sector, but it 
was not till 1991, that India embarked on a comprehensive reform of the economy to widen and 
deepen its integration with the world economy as a part of structural adjustment. Reforms were 
seen as the means to achieve the ultimate goal of economic development of the country and the 
well -being of its people. The main thrust was on privatisation of public enterprises, 
deregulation in the financial sector and liberalisation, to be brought about with the help of 
industrial policy and trade-policy reforms, all forming an integral part of the macroeconomic 
stabilisation. 
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Moss (1988) found a close relation among the growth of international markets for finance and 
trade, the tendency for major firms to concentrate in major cities, and the development of 
telecommunications infrastructures in such cities. New telecommunications technologies and 
their infrastructures are currently becoming concentrated in a handful of world cities such as 
New York, London and Tokyo that contain a pool of demands (Moss 1987; Warf, 1989, 
Sassen, 1991; Hepworth, 1991; Longcore and Rees, 1996). 
3.10. Role of Services in India 
Services have become the largest sector in the world economies (as shown in table 3.7). By the 
year 2000, in the EC they accounted for around two-thirds of the GDP (e. g., in France: 72% 
services, 26% industry and 2% agriculture; in Germany 44% services, 55% industry, 1% 
agriculture). This pattern was not so different in the developing countries, (e. g., in India: 45% 
services, 30% industry, 25% agriculture; in Brazil: 57% services, 35% industry, 8% 
agriculture), which also showed an overall increase in the role of services in the economy 
(Bryson et al., 2003). 
In India it was during the 1990's with the re-structuring of the Indian economy that the services 
sector were recognised as substantially important by the economic policy planners, after which 
the production and consumption of all kinds of services increased manifold in India (as 
discussed earlier in chapter 2). There was an increase in the growth rate of services, as is shown 
in table 3.9 below. 
Table 3.9 Sectoral Rates of Growth 
Sector 1998-99 1999-2000 2000-01 
AGRICULTURE 6.38 2.85 0.7 
INDUSTRY (other) 3.3 6.03 5.33 
MANUFACTURING 2.85 6.75 5.58 
SERVICES 9.1 9.48 7.6 
GDP 7 6.4 5.28 
Source: Kamik, 2001 
99 
The above table clearly shows an increase in growth rates (well over the GDP which is 7 for 
the year 1998-99) of all sectors of economy over the period 1998-200 1, except agriculture. The 
manufacturing sector has shown maximum increase in annual growth rate for the year 1999- 
2000. The industrial sector has shown a substantial increase in the growth rate in the year 1999- 
2000 and 2000-2001. It was the services sector, which has shown a steady high growth over the 
entire period. Although the growth rate for the services sector went down in the year 2000- 
2001 as compared to other years. 
Along with the increase in the growth rate of services, an increase in the share of services in the 
total GDP was also noticed, due to the accelerated activity of the services, after the reforms. 
The following table 3.10 shows the growth rate in the services sector along with its share in the 
GDP over the years 2000-2003. 
Table 3.10. Growth Rates and Sectorall Composition of Real Gross Domestic Product (At 
1993-94 Prices) 
SECTOR 
SERVICES 
Of Which 
GROWTH RATE SHARE IN GDP 
2000-2001 @ 2001-2002* 2002-2003# 2000-2001 @ 2001-2002* 2002-2003# 
5.7 6.5 7.1 54.1 54.6 56.1 
Trade, Hotels, Restaurants 6.9 8.7 7.8 22.8 23.5 24.3 
Transport & 
Communication 
Financing, Insurance, Real 3.5 4.5 6.1 12.6 12.5 12.7 
Estate, & Business 
Services 
Community, Social & 5.6 5.6 6.8 13.5 13.5 13.8 
Personal Services 
Construction 6.9 3.7 7.2 5.2 5.1 5.3 
Gross Domestic Product at 4.4 5.6 4.3 100 100 100 
Note: @ Provisional * Quick Estimate s# Revised Estimates 
Source: Annual Report 2002-03, Supplement to RBI Bulletin, Sept. 2003 (www. RBI. orgjn) 
100 
The above table shows an overall increase in the growth rate of services as a whole. When seen 
separately, for all kinds of services have shown an overall increase in their growth rate, except 
trade, hotels, transport and communication, the growth rate for the year 2002-03 went down 
slightly. Also for construction the rate went down for the year 2001-02, but went up doubling 
the next year. Again for financing, insurance, real estate and business services the growth rate 
went down in the year 2001-02 as compared to the last year when it almost doubled the 2000- 
01 rate reaching 6.1 in 2002-03. 
Since the 1990's, high growth in 'trade, hotels, transport and communication' services has 
mainly reflected the robust growth of communication, which benefited significantly from the 
reforms underway in the telecom sector. The growth of communication sector accelerated from 
an average of 16.9% during 1994-98 to 21.4% during 1998-2002 with its, share in GDP 
doubling by 2001-02 (Annual Report, 2002-03, Supplement to RBI Bulletin, Sept. 2003). 
Also a change was noticed in the number of people employed in the services sector. It was 
during the drive towards development of the Indian Economy to integrate with the world 
economy, when more and more jobs were created in the services sector. It was mainly due to 
the opening up of new services firms in the country, helping the unemployed people to get 
employment in the services sector. One of the measures taken to decrease the pressure on these 
non-profitable public sector bodies was to offer them the freedom to reduce their excess human 
resources through voluntary retirement schemes (VRS) assisted through the National Renewal 
Fund, along with generating vacancies for the new and young work force in the country to get 
employment. All such schemes led to an increase in the employment level in the services sector 
and it was the major cities in India, which showed the first signs of substantial change in their 
working force, in the year 1991 when the major economic reforms began, as shown in table 
3.11 below. 
101 
Table 3.11 Sectoral Distribution of Main Workers and Functional Categories in Million 
city 
Plus cities (1991) 
Primary Industries Trade Transport Services Functional Categories 
Activity 
Greater Bombay 1 42 
Calcutta 2 40 
Delhi 1 33 
Madras (Chennai) 3 34 
Hyderabad 4 32 
Banglore 3 43 
Ahemdabad 2 42 
Pune 3 44 
Kanpur 3 31 
Lucknow 7 21 
Nagpur 4 33 
Surat 2 61 
Jaipur 3 33 
Kochi 10 32 
Vadodara 5 38 
Indore 3 34 
Coirnbatore 7 46 
Patna 14 12 
Madurai 6 35 
Bhopal 5 30 
Vishakhapatnam 7 28 
Ludhiana 8 52 
Varanasi 4 42 
24 11 22 Industries 
25 10 23 Industries-cum-Transport & 
Communication 
25 8 33 Services-cum-industries 
23 10 30 Ind ustries-cum-Services 
24 11 29 Industries-cum-Services 
22 8 24 Industries 
25 9 22 Industries 
18 8 27 Industries 
27 8 31 Services-cum-industries 
23 8 41 Services 
23 13 27 Industries-cum-Services 
19 5 13 Industries 
24 8 32 Industries-cum-Services 
21 14 23 Industries-cum-Services- 
cum-Transport & 
Communication 
20 9 28 Industries-cum-Services 
26 9 28 Industries-cum-Services 
20 7 20 Industries 
20 5 49 Services 
29 9 21 Industries-cum-Transport & 
Communication 
20 9 36 Services-cum-industries 
15 15 35 Services-cum-industries 
20 6 14 Industries 
27 6 21 Industries 
Source: Census of India, Occasional Paper No. 3 of 1994, 
(http: //www. niua. ora/newniLiaoriz/table b2. htm, accessed June 2004). 
The above table 3.11 shows the sectoral distribution of workers in the million cities of India 
during 1991, which clearly indicates a high percentage of main workers in the services sector in 
these cities. This distribution shows the percentage of main working force in all services put 
together collectively (consumer, producer and mixed services) is relatively high in these cities, 
therefore, most of the million cities were classified either as industrial -cum- service cities or 
services cities under their functional category. 
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3.10.1 Role of IT in India 
Keeping with the overall trend, the role of services in the Indian economy also increased 
particularly, when the computer software industry got a boost. IT revolution has made, it 
cheaper, quicker and easier to compare costs of products and returns on investments. This then 
led to rapid globalisation of production processes, trade, and direct and portfolio investments. It 
made trade in services over space possible (as discussed earlier in Chapter 3). This led to flows 
of information, technology, people and services between offices of the foreign multi national 
companies operating within India and their offices in other parts of the world. Since the multi 
national companies, as in other parts of the world, were using high command electronic and 
telecommunication system to transfer data from one office to the other in different parts of the 
world, the same trend started in India, giving a boost to the computer industry and creating a 
high demand for Indian software and Indian software professionals trained to operate these 
high tech systems. 
The most visible policy interventions from the Government of India and a few state 
governments in the IT sector were mainly to set up Software Technology Parks (STP' s) in 
different parts of the country. This is in addition to various fiscal and other regulation 
incentives for attracting new investment in the IT sector and making the process of setting up 
new ventures easier within and outside the country. The Department of Electronics (DoE) 
established 3 parks at Pune, Banglore and Bhubaneswar in 1990. In early1991, it was decided 
to set up 4 additional STP' s at Gandhinagar, Noida, Tiruvananthapuram and Hyderabad. 
Further, in 1991, the government liberalised various policy measures and simplified different 
procedures for software development in the country. IT companies having 51% foreign equity 
were exempted from income tax, if they were involved in software export. Government also 
announced a scheme for acquisition of software companies abroad by Indian software exporter 
with 250% export obligation (Nath and Hazra, 2002). The result of this boost was seen, as large 
trans-national software companies opened their back offices (as call centres) in India. The 
following table 3.12 shows the total number of 600 software companies located in different 
STP' s. 
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Table 3.12. City-wise Total Number of IT Company Headquarters 
No. Of Co. Headquarters % Share 
Mumbai 131 21.8 
Banglore 122 20.3 
Delhi ill 18.5 
Hyderabad 64 10.6 
Chennai 55 9.1 
Calcutta 25 4.1 
Pune 23 3.8 
Others 69 11.4 
Note: Delhi includes the surrounding areas, where ST Parks are located 
Source: Kumar, 2001. 
3.10.2 Call Centres 
Large service firms typically divide their labour forces into two major parts, those associated 
with headquarters functions5 and those that carry out back office functions, the so-called back- 
officeS6. Due to further worldwide growth in the information technology and 
telecommunications industry, a number of transnational services firms opted for Indian cities 
for setting up their back-off ices and customer support centres (as call centres), which were 
driven by computers to distribute high command data, and facilitate the working of the service 
firms. Call centres and 'Back-offices' act as a good example of the labour intensity which 
require high levels of regular interaction between consumers and suppliers, for example, retail 
5 Headquarter functions involve skilled professionals, including executives and managers as well as those who 
perform tasks such as research, publicity, finance, legal work, accounting, engineering, marketing and product 
development. 
6 in contrast back offices perform data entry of office records, telephone books, or library catalogues, stock 
transfers, payroll and billing, bank checks, insurance claims and magazine subscriptions. These tasks involve 
unskilled or semi-skilled labour, primarily women, and frequently operate 24-hour/ day basis (Bryson et al. 
2003). As back offices have few of the inter-firm linkages associated with headquarters activities and therefore, 
require extensive data processing facilities, reliable sources of electricity and sophisticated tel e-com mun icat ions 
networks. Recently, given the increasing locational flexibility afforded by satellites and inter-urban fibre optic 
lines, back offices have also begun to relocate at a broader scale, in some cases internationally (Warf, 1993). 
Internationally this trend has taken the form of, 'an off-shore office' (Riddle, 2002). The Caribbean Islands, 
Philippines and India are quite favoured locations for back-off ices. 
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banking, computer help lines and customer support. Traditionally, an expensive network of 
branches provided this customer support but through sophisticated technology, the cost for 
providing customer support has been greatly reduced. Initially, call centres were established in 
developed market economies, but in locations that had a supply of young and relatively cheap 
labour as well as inexpensive office accommodation. Today India, dominates the market for the 
provision of cheap and English- speaking call centres. British companies that have relocated 
their remote servicing operations to India are ebookers, Powergen, AXA, GeCapital, Harrods, 
Debenhams, Top Shop, Dorothy Perkins, Burton and Monsoon (Bryson et al. 2003). 
3.10.3 Producer Services in India 
The effect of development of information technology and communication can also be seen in 
the case of producer services firms in India, where, due to the new economic reforms some of 
the producer services underwent major changes in their structures and were able to operate at a 
broader national and international level. Foreign producer services firms, specialising in 
providing high-level knowledge and skills, which entered India with a desire to capture the 
large Indian market, provided the much needed competition in the services sector (advertising, 
accountancy, banks and financial institutions etc. ). The transnational companies started their 
operations in big Indian cities by transmitting of knowledge, information and data, and formed 
networks of offices, further linking offices in India with their headquarters and other branches 
located in different parts of the world. Soon there was a boom of multinational producer 
services firms in major Indian cities. Thus, the operations of these producer services firms 
further helped in the process of globalisation in India, making Indian cities a part of the 
network created by the trans-national firms across the world. 
Thus it has been that the development in the IT sector and the new economic policies and 
deregulation of the financial sector in India, which mainly changed the role of producer 
services in India. The producer services benefited in terms of change in their structure, in 
expansion of their operations, and competition generated by the influx of trans-national 
producer services finns in major Indian cities. 
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Banking in India received maximum attention during the structural reforms adopted in 1991 by 
the government to integrate into the world economy. Even before the reforms of 1990, India 
had a well-developed financial system, well above what would usually be expected of a 
country at India's level of development. During the 1990's with deregulation of interest rates, 
easing of directed credit, strengthening of prudential regulation norms and supervisory 
agencies, and some freeing of entry, the financial system became sounder 
(http: //Nvww. worldbank. org. in, accessed June, 2004). 
The other producer service that received much attention was insurance. Insurance in India 
prior to the year 2000, was highly regulated service with one Life insurance firm and four non- 
life or general insurance firms operating in the country. The Banking Regulation Act was 
proposed to allow banks to become active players in the insurance sector. The Insurance 
Regulatory and Development Bill (IRD13), was proposed providing three levels of players: an 
insurance company, insurance broker and an agent. After the year 2000 a lot of proposals were 
accepted and a new structure of the insurance in India emerged, including privatisation of the 
insurance sector and foreign participation in the sector (they are further discussed in the next 
chapter in detail) (http: //www. indiainfoline. coM/sect, accessed July 2001). Due to which today 
there are a number of private and foreign insurance companies operating in Indian cities. 
The liberalisation of the Indian economy has had several important implications on the 
advertising sector in India. Mainly, being the number of alliances with multinational 
advertising firms or the so-called foreign participation increased. Second, the trans-national 
agencies have strengthened their financial control over their Indian counterparts or partners, 
through acquisitions of stock. For example JWT bought back a 49% stake in HTA in 1993-94 
(Signups and Peculate, 1996). 
The accountancy sector also experienced some change in its structure around the same lines as 
the other services. The changes in the regulation in this sector came brought with the expansion 
of already existing firms within the country and the opening up of foreign participation in this 
sector, where large transnational firms were allowed to open their offices in major Indian cities. 
There weren't many mergers and acquisitions among the old and the new foreign firms, as in 
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the case of advertising, banking or insurance. What was seen here was, that large accountancy 
firms entered as independent players, which had a lot of experience behind them and a client 
base (the other transnational corporations that entered the economy as a part of opening of 
foreign participation in India) to fall back upon. 
in short what could be seen in the case of services in India is that a number of services firms 
started to operate in the country. This was due to the new economic policy changes and 
deregulation in the services sector. Services sector (banking and insurance) were now allowed 
private and foreign participation. A large number of private business houses moved into the 
services sector to benefit from the changes, e. g. participation of the Birla group in the insurance 
sector. 
Therefore, with the above mentioned, economic reforms the services sector especially regained 
their role as the principal driver of the Indian economy, with the services accounting for 89.4 % 
of the real GDP growth in 2002-03. The growth in services was enabled by a pick up in activity 
in construction, financing, insurance, real estate and business services and community, social 
and personal services. Also some of the policies designed for the growth of services in India 
(banking, finance and insurance, and IT etc. ) helped in further development of the services 
sector, where the share of services in GDP moved up to 56.1% in 2002-03 from 54.6% in 2001- 
02. 
3.11 Conclusion 
The role of services in the world economy has changed since the 1970's, after which the 
services were seen as major contributors towards the GDP in developed nations and their role 
also having changed in the developing nations. 
It was also noticed that economic globalisation has been accompanied by rapid growth of 
services, especially the internationalisation of banking, finance, accountancy and other 
producer services. As large trans-national manufacturing firms began to develop international 
production systems their existing producer services suppliers also began to follow them around 
the world. Services became important for all sorts of economies and nations. The result was 
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internationalisation of services firms across the developed world. After the saturation of their 
domestic markets the trans-national services firms moved from the developed nations towards 
the developing nations. Thus necessitated uniform global economic environment (in terms of 
regulations) was required and therefore, a number of world organisations and policies were 
formulated e. g. GAT to focus on the development of services. 
Today, even the more closed economies (e. g. India), are willing to accommodate to the 
changing nature of goods and services, and have adopted new and promising policies towards 
this sort of intemationalisation and later towards globalisation. As a step taken towards this sort 
of globalisation, India changed its policies under the 1991 new economic policy reforms and 
has benefited from the development of the services sector, mainly software technology, 
banking and finance, and insurance. As a result large number of trans-national services firms, 
especially the foreign producer services firms, are now operating in the Indian cities and have 
changed the functional characteristics of the major Indian cities. 
These trans-national producer services firms brought with them technology (mainly the use of 
information technology and communication in the financial sector) and competition. Due to 
this speedy development in the IT industry, large number of software technology parks came 
up in various parts of the country where now software development takes place more than ever 
(Table 3.10). These software development parks today also provide ground for back offices for 
a lot of major trans-national companies in the form of call centres. Also increased importance 
of IT and communication in the financial services sector led to the introduction of telephone 
banking, ATM's etc. facilitating global business and communication. 
What comes out of the initial research here is that the major Indian cities that are most effected 
by the services sector are Mumbai (mainly due to finance, advertising and entertainment 
services), New Delhi (for accountancy, advertising and insurance services), Banglore and 
Hyderabad (for their Software Technology Parks), Calcutta (for accountancy) and Chermai for 
(accountancy and advertising). 
Therefore, the focus of the next four chapters (chapters 5 to 8) is to find out the changes that 
have occurred in four producer services selected namely: insurance, advertising, accountancy 
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and banking in India, after the introduction of new policies and the entry of trans-national 
producer services firms. Further, each chapter provides a detailed analysis of each producer 
service starting with its structure, traditional and current changes that have occurred in the past 
few years; the effect of globalisation on these services and the cities that come out to be 
important for each of the services. Finally, the four chapters respectively, provide the details of 
how and to what extent are the Indian cities being connected to one another in terms of their 
production and consumption of producer services or in other words acting as major nodes in 
the Indian functional city network. 
The next two chapters deal with the major Indian cities under the conditions of contemporary 
globalisation. Especially Chapter 10, focuses on how Indian functional city network is linked to 
the world economy with the help of two examples, New Delhi and Mumbai, both cities acting 
as two major nodes in the Indian functional city network. New Delhi provides the most 
important internal and Mumbai acts as the most important external link in this network. Each 
example tries to show that these two cities are able to link better now with other cities due 
influx of new and foreign producer services firms in major Indian cities (facilitated by 
liberalisation and deregulation that have taken place in order to accommodate economic 
globalisation) and the use of modem IT and communication system by the producer services 
firms. But in spite of development in IT and global communication system, Indians (in India 
and abroad) still believe in face-to-face contact to establish and develop business relations 
(details are provided in chapter 10). This need for face-to-face communication is consistent 
with what has been found in world or global cities for advanced producer services generally 
(Sassen 2001) or as Agnes (2000) refers to it as a local embededness and territorial isation of 
such economic activities. 
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Chapter 4 
METHODOLOGY 
According to Sassen (1991), mere population size is not sufficient to explain the level 
of a city's economic power in the world economy today. Further, it is the level of 
economic globalisation and the position of producer services in the city that describe 
'the global city'. Sassen, explains, the concept of global city has emerged because of 
two inter-related factors: the globalisation of economic activity, and the organisational 
structure of the producer services and finance industry itself - 'rather than a detailed 
analysis of the economic base of the cities themselves'. The result is a world city 
network formation, where it is the large global service firms, not cities per se, are the 
key actors in world city network formation. 
My thesis is based on of Saskia Sassen's global cities model, the aim of the research 
has been to describe and analyse Indian cities under conditions of contemporary 
globalisation, where the producer services operating in these cities play the most 
important role. Therefore, the methodology adopted by me emphasises first Sassen's 
(1991,2000) identification of the producer services firms operating in the major Indian 
cities and second Taylor's (2004) identification of the office networks of such firms as 
the configuration of world city network formation (where the level of service provided 
by the offices of producer services in cities forms the base for it). Further, various 
aspects of the study were conducted in different stages and methodology adopted at 
each stage as stated below. 
For my dissertation I have used a combination of quantitative and qualitative I 
techniques for producing the desired data (Cloke et al, 2004, Limb and Dwyer 2001, 
1 Qualitative data are data that reveal the 'qualities' of certain phenomena, events and aspects of the 
world under study, chiefly through the medium of verbal descriptions, which try to convey in words 
what are the characteristics of those data eg interviews, transcripts, videos and f ilms. (Cloke et al 2004, 
p. 17) 
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Hubbard 1999, Baxter and Eyles 1997, Strauss 1987). For the first part of my research 
that deals with identification the number of producer services firms in major Indian 
cities, I generated quantitative data, collected through secondary sources, which was 
further constructed by me. Further, the data produced was analysed mainly, 
quantitatively using different statistical techniques to show the total service value of 
producer services in a city, the connectivity scores of the cities, spatial-strategic 
emphasis of firms and regional/ strata of cities, mainly using the principal component 
analysis (Varimax rotation method, both R-mode analysis and Q-mode analysis), all 
leading finally to investigate globalisation processes in Indian cities. The factor 
analysis technique was followed by an interpretation of results (R-mode and Q-mode 
analysis) and finally the labelling of most significant factor identified was undertaken 
(Taylor, 1977). 
For the second part which deals with identification of office network of such firms, and 
to aid in understanding how the networks operate, I have used qualitative data, where 
data was generated from semi-structured interviews conducted by me in New Delhi and 
data generated from Bollywood films (discussed in chapter 10). The reason for 
selecting qualitative data collection techniques for the second section was the fact that 
qualitative methodologies do not start with the assumption that there is a pre-existing 
world that can be known, or, measured, and regard social world as dynamic and 
changing (Limb and Dwyer 2001). 
This was true in the case of Indian producer services firms since at the time of data 
collection these firms were under going rapid structural and policy changes leading to 
expansion and uncertainty. Also these producer services firms were forming intra and 
inter firm networks but there was no clear data available for analyses. Therefore, semi- 
structured interviews were conducted by me to answer specific research questions 
regarding the most important links or nodes in Indian functional city network. It was 
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important to speak to top officials of the firms to find out the status of their office, the 
type of business being generated from their site, their intra and inter firm 
communication links, to be followed by future plans of the firm. 
I have mainly collected data showing the level of service provided by a major Indian 
city for a particular producer service based on the number and functions of offices it 
has. I then measured connectivity based upon producer services firms within the major 
cities suggesting the most number of connections and finally I analysed the data using 
the multivariate techniques to find patterns of cities and services. For the latter, the 
main methodology adopted by me (for producing the set of data and analysing the data, 
which is by providing the multivariate analysis of the producer services in major Indian 
cities) is based upon that of Taylor, Catalano and Walker (2002 a) and Taylor, Catalano 
and Walker (2002 b) which they have used for their paper, "Exploratory Analysis of 
the World City Network", with some changes, due to the nature of the producer 
services firms operating in India. I collected the data in the year 2000-200 1. 
The base year for the data collection for all the services was 1999-2000 (1 have tried to 
include more recent data wherever it was available, for making comparisons or for my 
case study of Bollywood where, I have tried to include more recent films produced in 
the country). 
At the time of data collection a lot of changes were being made in the structure of the 
producer services and not all the producer services similar sort of structure. Therefore, I 
tried to standardise the data as much as possible (as is given below under each producer 
service). 
Further, the study was conducted in the three main stages and therefore, the 
methodology adopted for each stage was different from the other and all three methods 
have been given here along with their respective stage. The three main stages were: 
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A. Framing the study: Selecting the cities and producer services 
B. Data collection: the data had to be collected for producing the data matrix (firrns 
across cities), and for the two case studies (one on New Delhi firms and the other 
on Bollywood) 
" For the production of data matrix (firms x cities), number of producer 
services firms operating in a particular city, along with the number of 
offices of each of the firms was required and then the status of each 
office within its firms organisation was required 
" For the case study on New Delhi firms, the offices of the producer 
services firms operating in New Delhi had to be visited and semi- 
structured interviews were conducted among the employees of these 
producer services firms and further, to identify the communications 
links, of managers working in these firms, were monitored in terms of 
how many phones calls they made and the number of faxes and e-mails 
they sent 
" For the case study on Bollywood films, the producer services used in 
the making of Bollywood films was required. 
C. Data Analysis: finally the data analysis was carried out on the data matrix 
(producer services firms across cities) along with their office status, using 
multivariate statistical techniques. 
The detailed methodology for each stage is given below. 
4.1 Framing the Study: Selection of Cities and Producer Services 
4.1.1. For this study the first step was the selection of the cities in which the producer 
services firms were operating (that are implicated in the process of globalisation). Since 
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India is a country with large urban areaS2 and there are many cities having large 
populations and other dimensions, therefore, selection of major Indian cities 3 was very 
difficult. There is no previous study that has identified which Indian cities are 'world 
cities' or, more generally which producer services firms present in major Indian cities 
are participating strongly in globalization. 
Since there was no relevant available data for selecting Indian global cities, therefore, I 
have used my general knowledge putting together population size, city functions plus 
mentions in discussions of globalization in popular discourse. In short I made 
subjective decisions on which cities to include therefore, I used self-constructed data 4. 
In this way 12 cities were selected; which is certainly more than the number of Indian 
cities that have been considered to be world cities. Thus, and following the precedent of 
Taylor et al (2000 a) in their global scale study, this number ensured no major cities 
with important global links were omitted. All the chosen cities are major cities with 
some evidence of world cities in the making. The names of the cities along with their 
old names have been given below: 
1. ALLAHABAD 
2. BANGLORE 
3. KOLKOTA(CALCUTTA) 
4. CHANDIGARH 
5. CHENNAT (MADRAS) 
6. HYDERABAD 
7. JAIPUR 
8. KANPUR 
9. LUCKNOW 
]o. MUMBAT (BOMBAY) 
il. NEW DELHI/ DELHI 
12. PUNE 
2 in the Census of India 1991, all villages having a population of 4000 and above, a population density 
of 400persons per sq. km., and having at least 75% of the male working population engaged in non- 
agricultural activity were considered, urban. In Census of India 2001, definition of urban area adopted 
is as follows: (a) All statutory places with a municipality, corporation, cantonment board or notified 
town area committee, etc. (b) a place satisfying the following criteria simultaneously 1) minimum 
population of 5000, ii) at least 75% of the male working population engaged in non-agricultural 
activity, iii) a population density of 400persons per sq. km (1,000 per sq. mile). 
' Cities in India are defined as towns with a population of 100,000 or more www. censusindia. net 
(accessed Feb, 2005) 
4 Self-constructive data is generated through the active field-based research of human geographers 
themselves (when using methods such as questionnaires, interviewing, observing and participating) 
(Cloke el al, 2004). 
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During the course of my study (1999-2004), the names of three of these cities changed 
and therefore, the new names have been included wherever applicable. The cities with 
the name change are Bombay, which is now called Mumbai; Calcutta is now newly 
spelled as Kolkata; and lastly Madras, now called Chennai. Also some form of data for 
a particular city include data for its surrounding area, as in the case of New Delhi, 
where some data for Delhi has been included in with that of Municipal Corporation of 
New Delhi. Some publications include the data for twin cities together, for example, 
Secundrabad (at places) has been included with that of Hyderabad, particularly in the 
case of accountancy data. In places data for Mumbai includes the data for Navi 
Mumbai. 
4.1.2. The next step was to select the services firms operating within the above selected 
12 cities at the time of data collection (2000-2001). The selection of services was again 
very difficult as there are a large number of different services (consumer services and 
producer services) to choose from. As previously mentioned, following Sassen (1991), 
those services, which help in any production process, called the producer services, 
which have played a very important role in the formation of world cities and global 
cities, were considered for the study. In the GaWC studies there were six advanced 
producer services considered - accountancy, advertising, banking, insurance, law, and 
management consultancy (Taylor 2004). 1 took only four of them, leaving out legal 
services and management consultancy services. This is because not all producer 
services had a significant structure in India in the year 1999-2000. Also the legal 
services formed a major part of the above-mentioned studies, but were ignored by me, 
due to the lack of structured data in terms of number of law firms operating in the 
India. There are a number of lawyers and many law firms in India but not all of them 
were registered and recognised by their respective bar associations. Again at the time, 
they were not allowed to advertise as producer services firms for other businesses, 
therefore, it became difficult to consider legal services in the country, for the purpose 
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of my study. It was also the case with management consultancy firms, which were 
operating in the country and were not well structured in India. Further, the structure, of 
the other four producer services firms in India (banking, accountancy, advertising and 
insurance) were of a different nature as compared to the structure of the similar 
producer services firms operating in other parts of the world. As mentioned earlier, to 
standardise certain adjustments were made which are given below: 
4.1.2.1. In the year 1999 there were three types of banks operating in the country 
namely public sector banks, private (both Indian and foreign) banks and rural and 
cooperative banks. It was during period of economic reforms (as mentioned in chapter 
2 and 3) in 1990-2000, the banking sector underwent major structural change and as a 
result large number of private and foreign banks, were allowed to operate in the 
country (Report on Trend and Progress of Banking in India, 2001-02). These banks 
conducted both retail and corporate business from their offices in various Indian cities. 
They also conducted international business from some of their offices and formed a 
part of the larger world city network. As the smaller rural and cooperative banks 
mainly look after the subsidy needs of farmers, they do not conduct much of cooperate 
and foreign business were ignored. Therefore, only those banks, which conducted 
international business from the 12 selected cities, were included for the data production 
(Banking Almanac, 2001). 
4.1.2.2. For the accountancy, firms in India are not as well structured and well 
developed as they are seen in other countries especially US, UK and Japan. The data 
available regarding Indian accountancy firms was in the form of firms, that were either 
operating as sole proprietorship firms and those operating as partnership firms 
(Topographical List of firms (According to regions) in Year Book 1990 to 2000 
provided by the Institute of Chartered Accountants, N. Delhi). Most Indian sole- 
proprietorship accountancy firms are small and cater to individuals or small businesses. 
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Also the sole-proprietary accountancy firms conduct either no or very little 
international business. Therefore, they were ignored for my study and only partnership 
firms were considered for the first part of data production. Further for the second stage 
of data analysis, partnership accountancy firms with more than 8 partners (indicating 
relatively high level of business and catering more firms than individuals) were 
considered to standardise the data. 
4.1.2.3. Advertising in India is the most structured sector as compared to the other 
producer services. In the case of the advertising firms there has been private and 
foreign participation since the pre-independent times but foreign participation was 
stopped after independence due to the then policy changes (as mentioned in chapter 7). 
Foreign firms were again allowed to operate with the introduction of new policies in 
1990's, as acquisition and mergers. As a result new firrns began to operate in the 
country and old firms began to expand their network in the major cities (Indian 
Newspaper Society Press handbook for the year 1999- 2000). But the structure of the 
Indian advertising firms still remained different from their counterparts in other parts of 
the world. In the end, all the advertising firms that were listed in the INS press 
handbook were taken for data production in the first stage. 
4.1.2.4. lnsurance in India at the time of data collection (i. e. in the year 2000) was an 
entirely government-regulated sector. Therefore, all the insurance firms operating at 
that time were public sector firms, whereas the insurance firms in other parts of the 
world were and are operating as private sector firms. With the changes brought about in 
the policies in the 1990's there was some talk of privatisation but it was only in the 
year 2002 that insurance sector was allowed private and foreign participation (chapter 
8). Therefore, the 4 public sector firms, operating at that time, were included (published 
office reports of the 4 insurance companies). 
Thus, the first step to identify the four producer services came out to be: 
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" Banking 
" Accountancy 
" Advertising 
" Insurance 
In conclusion, this is the methodology used to satisfy the first objective of the study. 
4.2. Data Collection - The next step was to collect data for the firms operating in India 
from the four above mentioned producer services sectors (which were either operating 
at national or transnational level). As mentioned previously there is no similarity in the 
form of data that was available, therefore, I used a standardising technique, where only 
those producer services firms that were registered with their respective registering 
authority in India and were operating in the financial year 1999-2000, were considered. 
Further, only those producer services firms present in more than four cities, out of the 
12 selected cities, were considered. Any firm that had offlices in 4 or more cities but 
were not a part of the 12 cities selected by me, were not taken for data collection and 
were ignored. 
Further the data was collected from various sources that include governmental and 
private publications. For each producer service the source of data was different, but the 
year of study remained the same i. e. 1999-2000. Some temporal and comparative 
analyses have been done for which the yearbooks of different years of the relevant 
source for a particular producer service were consulted. Therefore, for each of the 
producer services sources of data, are stated below: 
4.2.1.1. Banking: 
India has a large number of banking firms and most banks cater to both retail and 
corporate business needs of a client. Therefore, as mentioned earlier only those banking 
firms, that were fulfilling the needs of corporate businesses (thus acting as a producer 
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service) and conducting international business from their offices, were considered. In 
all five sources of data were used, which are mentioned below: 
a) A key problem in selecting the source of data was that, that the banking publications 
in India do not identify branches that conduct corporate business. Most of the RBI 
publications give the total number of branches in the rural or urban area, which were 
not suitable for my kind of study. Therefore, to get data on banking offices conducting 
international business I had to rely on non-governmental publications. A private Indian 
publication called Suneja's Banking Directory came closest, showing the number of 
branches that a bank had in a city, but it again did not provide the details of the kind of 
business a branch was conducting. The Bankers Almanac was one such source, which 
marked the branches of all the banks present in a city conducting international business. 
Therefore, The Bankers Almanac for the year 1999 was used to identify all the banking 
offices in the 12 major cities. The banking firms having offices in more than 4 selected 
cities were considered for final data matrix. 
b) Official web sites of various banks and other general web sites on banking system in 
India were used to check out the new regulations and other associated information 
about banks about mergers and acquisitions 
c) The official web site of Reserve Bank of India, was used to find out the latest trends 
in Indian Banking and for other statistical updates 
d) The Census of India official web site, was used to gather the statistical data required 
about the various banks operating in the country 
e) The World Bank web site, was used to get world wide data on some selected 
financial issues 
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4.2.1.2. Accountancy: 
Accountancy in India is not as well developed as it is in countries like USA and UK. 
Although there are a large number of accountancy firms operating in India, the 
structure is quite distinctive. Therefore, (as mentioned earlier in the chapter) those 
firms which were operating as partnership firms in the year 1999-2000 and were 
registered with the Indian Institute of Chartered Accountants, were considered for data 
collection by me. The Indian Institute of Chartered Accountants publishes an official 
Year Book each year, where the names of all the Chartered Accountants along with the 
names of their accountancy firms are given. These yearbooks also provide the names of 
all the partners, addresses of the firms and further state the branch offices of the 
respective firms in other cities. Therefore, these yearbooks provided the main source 
of data for accountancy. 
The main source of data for constructing the data matrix for accountancy was 
the Topographical List of firms (According to regions) Year Book 1999-2000 
provided by the Institute of Chartered Accountants, N. Delhi. This provided the 
total number of firms that were operating in that year (for both partnership 
firms and sole proprietary firms). Out of which, the partnership firms that were 
present in more than 4 of the selected cities were selected for the final data 
matrix. 
Topographical List of firms: According to regions, Year Book 1989-90, Year 
Book 1994-95, Year Book 2000-2001 and Year Book 2001-2002 were used for 
comparing data. 
4.2.1.3. Advertising: 
Advertising in India at the time of study was the only producer service that was 
structured in more or less the same way as it is in other countries. Again all the 
120 
advertising agencies that were registered with Indian Newspaper Society were taken for 
data collection. So for this I decided to gather information from the sources listed 
below: 
a) For the production of the data matrix for advertising I used the Indian Newspaper 
Society Press handbook for the year 1999- 2000. The reason for selection of this source 
was the fact that it gave quite an extensive list of advertising agencies city-wise along 
with their respective branch offices. It listed the addresses, emails addresses, phone 
numbers and fax numbers of heads offices and branch offices for all agencies. From 
this INS handbook, I selected the agencies that were present in more than 4 of the 12 
selected cities for production of the data matrix. Also the detailed city-wise listing 
provided for each agency operating in a city, was used to further grade the branches 
(for which I used the number of communication links each branch had i. e. on the basis 
of their telephone and fax connections), to show the service level of a branch. 
b) For other kinds of data I used the Annual Reports published by the A&M magazine, 
which again were very comprehensive of the fact that they provided data for an agency 
by the business it generated in a financial year. All of the II Annual reports (I" Annual 
report submitted by A&M Magazine in the year 1980 and all the other annual reports 
till the I I" report submitted in the year 2000) were used to find out the status of the top 
100 advertising firms in India. These reports also gave the number of branches an 
agency had, its subsidiary agencies, the listing of its top managers, the amount of 
business an agency conducted in a year, the major accounts it was holding and the 
number of employees it had for a particular financial year 
c) Other Official web sites of various advertising firms, were used to find get the 
structure of an agency and to check if there were any changes made in their firm's 
organisation 
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d) Other web sites related to advertising in India, were used to find out the general 
regulations and trends in advertising in the country. 
4.2.1.4. Insurance: 
Insurance in India at the time of study was the most uniquely structured producer 
service among the ones selected for my study. As mentioned earlier until the year 
1999-2000 (the year of data collection), insurance was a government regulated 
producer service and had no private or foreign participation. It was only after the year 
2000 that the new regulatory bill was passed and some private and foreign companies 
were allowed to open their offices. So until the time of data collection there were only 
4 insurance companies, providing general insurance to corporate businesses, operating 
in India and therefore, following sources for data collection were used by me: 
a) Since insurance at the time, was a government regulated producer service therefore, 
all the 4 companies published similar sort of office reports. The reports included the 
internal structure, number of branches a company had in India and abroad, its policies, 
future trends for expansion and other issues of similar importance. Since the structure 
and pattern of distribution of offices of all the 4 companies was more or less similar 
(due to government regulation) the companies themselves graded their respective 
branches. The offices were graded as head offices, regional offices, divisional offices 
and branch offices. This made it quite easy for me to use the same grading for data 
collection. So I selected the head offices and the number of regional offices of each of 
the 4 companies had in the 12 selected cities for production of the data matrix. 
b) Other printed matter provided by the insurance firms such as brochures, leaflets etc., 
were also used which helped to identify the type of products each company was 
providing to its clients 
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c) Official web sites of each insurance company and other general web sites on 
insurance in India helped to find out the trends in insurance since the new Act was put 
in action. 
** ***** 
After careful investigation of the sources of information used to obtain the number of 
producer services firms operating in the selected 12 Indian cities and based on the 
standardising technique used by me (as explained in the earlier in the section, any 
producer services firm operating in more than 4 of the 12 selected cities by the year 
1999-2000 and was registered with its respective regulatory body in India, was 
considered for the study), the overall result was a total of 121 advanced producer 
services firins which were identified by me, for the purpose of producing the data 
matrix, are given below: 
1. Banking: where 37 firms conducting international business from their offices in 
more than 4 selected cities were selected for producing the data matrix 
2. Accountancy: where 25 partnership firms present in more than 4 selected cities 
were selected 
3. Advertising: where 55 firms which were present in more than 4 selected major 
cities were selected for the study 
4. Insurance: where all the 4 then operating firms were taken and their regional 
offices were selected for the study 
However, the selection of these 121 firms was not any easy task for the simple reason 
that all the four producer services are structured differently in India and nature of the 
fin-ns within one producer service also differs from one another. Also the deregulation 
in the financial and insurance sector was going on simultaneously (i. e. during the year 
2000 when I started collecting data) it posed problems of identifying the new and 
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private firms that were beginning to emerge at the time. Therefore, in order to select the 
number of producer services firms that were operating in the year 2000 1 had to rely 
mostly on the secondary sources of information that were published by the respective 
governing body of a particular producer service or any other reliable published source. 
In conclusion, this is the methodology used to satisfy the second objective of the study. 
4.2.2. New Delhi interviews: At a later stage I conducted a survey of the producer 
services firms present in New Delhi. The distinctive feature of this exercise was to 
find out various flows between the offices of the four producer services located within 
the major Indian cities and their respective offices outside the country. The other 
feature was to identify the networks formed by these offices within the country and 
their offices abroad. Thirdly, to see if any evidence about future flows and networks 
among other cities could be collected. 
Out of the 121 producer services firms identified above, 113 firms had their offices in 
New Delhi. Thus a survey of these 113 producer services firms operating in New Delhi 
in the year 2000 was conducted that involved visits to their respective offices. The aim 
of the survey was to understand the type of offices the producer services firms had in 
New Delhi and the links these offices were providing to within their firm and to other 
producer services firms. First of all, I spoke to the top-level employees in each firm, 
who were either directors or top employees like senior managers or branch managers. 
These employees were selected for the reason that they had a considerable decision 
making authority from choosing an office location to account handling of a 
transnational client and could provide authentic information regarding their firm's 
space of flows. Not all the employees contacted by me, agreed to take part in the survey 
as they felt it was not necessary to answer questions regarding their clients and some 
declined on the basis of company policy. Therefore, after the first contact only 90 
employees out of the 113 firms of the producer services firms operating in New Delhi 
agreed to participate in semi-structured interviews. 
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I then made appointments during the winter of 2000 (Dec 2000 to Feb 2001) and 
visited the offices of the 90 firms to meet the employees of these firms that agreed to 
participate in my survey and conducted semi-structured interviewss among their 
employees (Webb and Webb, 1932, Burgess 1984, Cloke, 2004). All of these 90 
employees happened to be top professionals in their firm, who were decision makers 
and responsible for either the whole firm, or their site or another office, depending on 
theirjob responsibilities. My questionnaire (given in the appendix) involved questions 
regarding the status oftheiroffice withinthe firm, numberof employees theirfirm had, 
the service area of their office, the type of business that was generated from their 
office, about future business plans in terms of expanding the business within the city 
(by employing more people) and outside the city (by opening of a branch in another 
city) and how the employees communicated and interacted within the firm and with 
their clients. 
Since I was interviewing in the interviewees offices they were at ease with their 
environment but not all interviews went as planned because of things outside my 
control. Not all the responses provided by these 90 employees were adequate for my 
kind of research. Some of the employees did not answer a few questions because they 
were bound by company policies to not answer certain type of questions. Also some 
employees either did not use a particular service or did not travel, therefore, leaving me 
with some questions unanswered. In the end I considered answers provided by 77 of 
the 90 employees that participated adequate, for data analysis. 
Therefore, final outcome at this stage was data on 27 advertising agencies, 15 
accountancy firms, 31 banks, and all of the 4 then existing insurance companies 
operating in the city of New Delhi (see table A. 6). 
I further asked employees of all 90 of the New Delhi producer services firms to provide 
details of their communication methods in terms of number of phone calls they made, 
3 Interviewing has been described as 'conversations with a purpose', and vary from structured to semi- 
structured to unstructured formats to give insights to people's experiences 
(Cloke, 2004). 
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faxes they sent and emails they wrote to their clients and their colleagues. This was to 
identify intra and inter firm links by finding out and analysing the frequency and 
pattern of communication among the firms and firms and their clients. Only 33 of the 
90 employees provided details of their communication. Again this sort of information 
was limited in terms of numbers and some employees did not want to specify how and 
when they contacted their clients and therefore, all the information could not be taken 
into consideration for analysis and this part of the study had to be aborted. 
In conclusion, this is the methodology used to satisfy this objective of the study. 
4.2.3. Bollywood: The next step was to look at globalisation of a city (Mumbai), 
forming a node in the world city network formation, with regard to an indigenous 
product contributing to economic and socio-cultural globalisation. There are two Indian 
products that are most well known in the world today, which use the producer services, 
the IT programmes generated by Indian IT firms and the other are Bollywood films. 
Production of any film requires involvement of a large range of services at various 
stages of its production. These services range from technological, artistic, locational, 
transport, hotel and catering services, financial activities, to publicity related activities 
etc. For the technological services the film producers tend to use the modem and fully 
equipped studios that have come up in the country. For example studios like Film City, 
Filmistan, R K. Studios and Rajkamal Studios in Mumbai where films are shot, Adlabs 
where films are processed, and studios like Sight and Sound where music is produced 
and all sorts voice recordings take place. For other services, such as consumer and 
producer services the film producers tend to use the services provided by the firms 
present in the country. Hence the selection and location of the services firms becomes 
an important factor for film production. 
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Since no work has been done on the use of producer services in Bollywood films, so I 
decided to work on it as unique product using a large number of producer services 
firms for developing a particular film. As there are over a 1000 Bollywood feature 
films produced in India per year, it was difficult to select which ones to concentrate on, 
and therefore, choice was based on data availability. The idea was to find who was 
providing advanced producer services and where. For the purpose of finding out the 
type of producer services that are used by the Indian film producers, I undertook an 
exercise where I recorded the credits of the films to see which were the most 
commonly used producer services firms (for which I watched over 150 films produced 
in and after the year 2000 and visited many general websites for Bollywood films and 
tried to find out about the producer services firms involved in film production, which 
were credited). 
Since, all producers did not list the credits for all the individuals or services firms they 
used during the production of the film, it was difficult to analyses the data. Some film 
producers mentioned only one or two of the services they had used. Further, some 
producers gave credits to one type of service while the others gave credits to another 
type of service. Again within a producer service credits were given for different 
categories. For example some producers gave credit to an accountancy firm as a whole, 
while others mentioned the name of the firms as well as chief accountant, associate 
accountants, accountants and financial auditors. Therefore, it was quite difficult to 
standardise the data generated. Out of the lot, only 60 films had some substantial 
mentioning of a few of the producer services firms/ individuals they used and a table 
was produced for further understanding the type and the number of producer services 
firms used (table A. 7 in the appendix). 
Further to find out the important cities involved in production of Bollywood films, 
location of the producer services firins used in production of Bollywood films was 
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considered. The same data (of 60 films) was analysed by looking at the location of the 
producer services firms that were either listed in the credits or derived from the web 
pages of these firms. This gave the cities that were important from the point of view of 
providing services to Bollywood producers (in table 10.9). The city providing the 
highest number of services being used was the one that was forming the main node in 
the world city network formation for servicing this economic sector. 
In conclusion, this is the methodology used to satisfy in part the final objective of the 
study and contributed to satisfying the sixth objective. 
43. Data Analysis - The data produced was analysed mainly, quantitatively using 
different statistical techniques to show the total service value of producer services in a 
city, the connectivity scores of the cities, spatial-strategic emphasis of firms and 
regional/ strata of cities, mainly using the principal component analysis (Varimax 
rotation method, both R-mode analysis and Q-mode analysis), all leading finally to 
investigate globalisation processes in India in cities. This method of component 
analysis furthers involves interpretation of data analysed simply for the reason that any 
set of data can be read differently using different methods. For the interpretation of 
factor analysis in chapters 5 to 7 below I have labelled 6 the factors using standard 
technique described by Taylor (1977), where high loadings on a factor are picked for 
labelling and the interpretation tries to suggest the underlying common factor among 
the variables. 
4.3.1 Producing the Initial Service Activity Data Matrix 
Further, in this study, the service value of a firm's activities in a city were designated 
using various information from the sources. This value can be interpreted as the relative 
quality of service a client can expect when doing business with the firm in a given city. 
6 The labels are a succinct description of the factors, having been derived from inspection of the 
loadings. The high loadings in a factor are identified and on the basis of it the factor is labelled. The 
label might be in the form of two names to represent a bipolar factor Taylor (1977). 
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Because the information available on firms varies, a simple coding procedure was used 
based upon Taylor et al (2002a). 
The basic steps taken for coding the service value of a city within a firm's office 
network were: 
" Zero indicates no presence of a firm in a city. 
" The city housing the firm's headquarters was scored 5. 
" All other offices of a firm in cities were graded on the basis of their activity in 
a city, minor office scoring 1, with scores increasing up to 4 for more important 
offices in a firm and its network over the 12 cities (since each producer service 
is differently structured from the other; different criteria were used and these 
criteria and the results for each of the producer services firms are given 
separately in their respective chapters 5-8 later). 
Broadly speaking, this was a straight forward ranking exercise in terms of function and 
quantity of service by firins across cities. A simple initial statistic is provided by the 
sum of service values of all the offices in a city. This figure shows the total service 
activity value in a city, the more the value the stronger the presence of a producer 
service in that city. This sum of service values was calculated for each of the four 
producer services separately and also for all the four producer services taken together 
as a composite figure. The later figure indicates the size of the city as a node in a city 
network of services. In conclusion, this is the methodology used to satisfy in part the 
fourth objective of the study. 
4.3.2 Level of Connectivity of a City: 
As the sums or total service value of a producer service in a city describe the city as a 
site for services, its situation within the network is given by the network connectivity of 
a city (i. e. the grand total of interlocking connections) among the various offices spread 
over the cities. This figure shows the importance of the city as a node in service 
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networks. This is where a complete network level of analysis considers all relations to 
ascertain the importance of a city's relations with the network. The formula used to 
calculate the connectivity is: 
C. 7, V. j xV ij (a * i) ............... formula 1. j 
for city a where C is the network connectivity across a network of cities j and 
firms L 
The conjecture behind using these values is that the larger the office the more 
connections it has with other offices in other cities (therefore, head offices will have 
more number of connections as compared to a regional or a branch office). Also all 
more important cities will show more number of connections of firms, with other cities, 
but less important cities will show fewer connections of firms. 
in conclusion, this is the methodology used to satisfy in part the fourth objective of the 
study and contributed to satisfying the sixth objective. 
4.3.3 Configuration of Services and Cities 
For quantitative data analysis, factor analysis using SPSS (called principal-axis 
factoring in SPSS) was selected (Bryman and Cramer, 1997). This method is used 
because I faced a matrix of 12 X 121 (where, the number of cities is 12 and the number 
of producer services firms is 121, forming 1452 pieces of information as service value 
in total), and there was a need to reduce the detail into a relatively small number of 
common patterns for interpretation. Factor analysis is one of the methods used for data 
reduction and has proven to be useful in similar studies (Taylor et. a], 2001,2002 b). 
This is the technique I applied to analyse my city-firms activity matrix. Therefore, the 
first step was to produce the data for using this technique of principal component 
analysis7, applied to the activity data matrix described earlier. In this data matrix the 
121 producer services firms from each of the above-mentioned four producer services, 
7 Further, such parsimony is the basic purpose of the factor analytic family of statistical techniques of 
which the most straightforward (i. e. with least axiomatic baggage attached), is principal component 
analysis. 
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formed the x-axis of variables and the 12 cities that were selected formed the y-axis of 
objects in the data matrix. 
According to Taylor and Walker (2001), 'In Principal Components Analysisg, a data 
matrix consisting of x variables is treated as an x-dimensional space to which each 
variable contributes an axis. Each axis is one unit length which represents the spread of 
values (variance) of a variable so that the total variance is x, the number of variables in 
the matrix. By analysing the covariance (correlation) amongst the variables, an 
alternative set of axes of different lengths can be produced ranked by size. These are 
principal components, in which the first (largest) component describes the biggest 
cluster of covariance amongst the original variables, the second component the next 
biggest of cluster of covariance and so on, down to a very small final xth component'. 
The result, therefore, is to transform an original x- dimensional variable space into a 
much smaller y- dimensional component space defined by selection of only the large 
and important principal components. 
This is a standard statistical procedure but then comes the interpretation of the principal 
components, which is quite subjective. According to Taylor and Walker (2001), 'the 
chief way of interpreting components is to focus upon the location of these new 
component axes with respect to the original variable axes with respect to original 
variable axes. These relations are measured as 'loadings', which are the correlations 
between each component and each variable. By looking at the high correlations, the 
cluster of variables, which a component represents, is revealed'. 
In order to facilitate interpretation, the principal components are 'rotated' to maximise 
high loadings and it is these rotated principal components that are taken for 
In Principle Component Analysis, the relatively small number of large components, reveal the 
maximum variation in the data and other components are generally discarded as unimportant, as they 
reveal only a small or remaining part of the data. For example, a very successful parsimonious analysis 
would transform, say, 80 variables into just 6 principal components, which account for 75% of the 
original variation. 
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interpretation. In effect, these rotated components are new 'super-variables' and as 
such they can be defined in terms of the original objects over which the input variables 
are measured. Principal components analysis provides groupings of like items but these 
are not discrete categories: there is always overlap between components. These are 
'component scores', which are like the original variable measures and tell us about the 
differences between objects for a given component. 
These standard multivariate statistical analyses of office geographies have produced 
two sets of intriguing results and findings are specifically interesting as a 
comprehensive empirical glimpse of the comparative roles and functions of the major 
cities: 
i) R-mode Principle Component Analysis: which deals with the correlation between 
firms as variables as set out previously. 
ii) Q-mode Principle Component Analysis: where, the analysis deals with the 
correlation between cities as objects, is a second way to analyse the data. 
Therefore, two sets of results were produced, one focusing on relations between the 
firms and the other between the cities. These reveal general configurations of cities and 
firms as captured in the data matrix. 
4.3.3.1. R-mode Principle Component Analysis (along with interpretation of factors 
by labelling the factor using scores) 
R-mode analysis of data reduction clusters finns and therefore, was used here to search 
out the important producer services firms, which have similar patterns of offices or 
service values across the 12 cities. The Varimax rotated method was used here, to 
figure out the similar patterns of offices of firms (on the x axis) across cities (placed on 
the y axis). The input for the R-mode analysis, was the loadings on firms and the output 
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was the regional/ strata of cities. The resulting scores on cities tell us the spatial- 
strategic emphasis of firms. 
Again this R-mode principle component analysis was done for all the four sectors 
collectively and also separately for each sector and the results have been provided in 
the respective chapters. 
4.3.3.2. Q-mode Principle Component Analysis (along with interpretation of factors 
by labelling the factor using loadings) 
Q-Mode Analysis was done for the all the sectors, with 121 firms, using extraction 
method principal of component analysis. This statistical method is used to reduce the 
data and search out regional patterns of similar firms or in other words service profiles 
located in various cities (where, the input was the 121 firms spread over 12 cities, as 
variables to find out the regional pattern of all the producer services firms). Therefore, 
located in rows are the 121 firms and in the columns are the 12 cities. The result or the 
output was loadings on the cities and scores on the firms (the scores thus produced tell 
us importance of similar firms in the components, the cities). 
These scores from the rotated composite component matrix using the varimax rotation 
method were taken to identify the regional patterns of the producer services in India 
over the 12 selected cities. Similar exercise was undertaken for each of the producer 
services individually to show the regional patterns of each of the producer services over 
the 12 selected cities (the results have been given in their respective chapters). 
For Q-mode analysis I then took the factors (for the three producer services, leaving out 
insurance) and labelled the factors using loadings, which were in the form of cities, and 
interpreted them based on common knowledge. However in the case of R-mode 
analysis labelling was based more on component scores so as to emphasize strategies of 
133 
spatial firms. In both cases it was the cities not the type of a firm that formed the bases 
for labelling (the purpose of labelling factors is to convey their basic meaning). 
In conclusion, this is the methodology used to satisfy in part the fifth objective of the 
study. 
4.3.4. Analysing the New Delhi Interviews Data 
For the analysis of the data generated by the survey of 77 producer services in New 
Delhi (table A. 6 in the appendix), only simple tabulating techniques were used 
because of the nature of the data collected was not adequate for any sort of big 
quantitative analyses. There was considerable amount of information provided by the 
90 employees of the producer services firms, but not all of it could be used. This was 
because the data that was generated was not similar. As noted previously some 
managers decided not to answer one part of the questionnaire, while the other managers 
decided not to answer the other part of the questionnaire. The reason for this being, 
most firms have company policies to not give out some infon-nation, as such the 
employees refrained from answering those questions. Therefore, the end result was 77 
out of the 90 employees interviewed provided similar sort of information that could be 
analysed, which was in the form of simply stating the present structure of the firm, 
providing details of hierarchy of the offices along with reporting jurisdiction for the 
employees and travelling patterns of the top officials in order to keep in touch with 
intra and inter firm employees. 
In conclusion, this is the methodology used to satisfy in part the final objective of the 
study, to be considered experimental only. 
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4.3.5. Analysing the Bollywood Data 
For the Bollywood case study only the data generated from the credits stated in the 
films by the producers of the film was used for analysis and a simple table was 
produced to show the type of producer services the film producers were using. The 
reason for this sort of data and data analysis was lack of similar sort of data across the 
films selected. As not all the films that I looked into contained complete credits for the 
producer services firms used by the producers of the film. Some producers gave credits 
for one type of service that they felt was necessary and left out the credits for another 
service. Further there was no similarity of the data within any one particular type of 
service provided. For example, some producers decided to give credits to an 
accountancy firm as a whole, while others broke it down to chartered accountants, chief 
accountants and accountants. Therefore, this sort of dissimilar data could not be used 
much. 
Unfortunately, my analysis of this does not j usti fy the amount of research I carried out 
in the field. However it was kept in the study to illustrate the experiment that was 
conducted and to show the difficulties of initial and rapid data collection in this field. 
In conclusion, this is the methodology used to satisfy in part the final objective of the 
study and contributed to satisfying the sixth objective. 
4.4. Conclusion 
Although initially the methodology adopted by me varied from quantitative techniques 
to qualitative, using simple statistical techniques to principal component analysis to 
interpreting semi-structured interviews. In the event for reasons previously stated 
analyses were largely quantitative. Since the Indian producer services system is quite 
unique as compared to producer services in other countries (which have been analysed 
by other scholars and used by me for reference), some alterations became necessary to 
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make the data comparable. To make the data comparable, standardisation of the data 
was done as per Taylor, Catalano and Walker (2002 a) methodology, where the offices 
were graded and their service level was generated. This standardisation further helped 
me to compare the level of service provided by an office of an Indian producer services 
finn among offices of similar firms within the country and compare them to the level of 
service provided by such offices of similar firms located in other countries. 
Therefore, four chapters (chapter 5-8) have been dedicated to each of the producer 
services where their structure, level of service and level of connectivity have been dealt 
with. Chapter 9 provides a composite service level and connectivity data for all the four 
producer services taken together. It also shows the configurations of the 12 cities and 
their services. Chapter 10 deals with Indian and foreign linkages of the cities along 
with the two examples of globalisation selected from New Delhi and Mumbai, where 
the nature of Producer services firms in New Delhi and Bollywood as the most 
conspicuous example of globalisation, are discussed. 
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CHAVUR 5 
BANKING SECTOR IN INDIA 
5.1. Banking as a Producer Service 
As one of the many producer services, the relevance of banking as a producer service has never 
been more than it is in the modem times with economic globalisation taking place all over the 
world. Commercial banking services enable, facilitation of transactions and channelisation of 
savings for creation of assets, for corporate needs. In view of this significant relevance of this 
service, it is difficult to imagine existence of commerce without banking. Today banks operate 
on two levels, first retail (as a consumer service) and the second corporate level (as a producer 
service). These banks provide, both their retail and corporate clients, with products and services 
at national and international scale. This has been largely made possible by the innovations in 
the communications and information technologies. Nowadays information needed for the 
functioning of banks, is processed and transformed with the help of these innovations in the 
form of Tech-banking i. e. through ATM's, telephone banking, online banking, web-based 
banking and call centres (Jalan 2000, Pandey and Kumar 2005, Khan 2005, Nainta 2006). 
Historically, the banks used to carry out their business for and from their domestic locations. 
There was no need for a physical presence abroad. But it was not until end of the nineteenth 
century that the banks set up a few overseas operations. During the early part of the twentieth 
century, the international network was limited and was almost all banking operations were 
colonial (part of the imperial spread of British, Dutch, French and German business activities) 
(Dicken, 1992). Business that could not be carried out by mail or telecommunications was 
handled by correspondent banks abroad (http: //www. indiainfoline. cQMect/ban). 
Internationalisation of banks took place and made it possible for banks to form a branch 
network across the world. In 1913 the four major US banks had only six overseas branches 
between them (Dicken, 1992). The most spectacular expansion of trans-national banking, 
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especially of the US banking firms, occurred during the 1960'and 1970's, following the pattern 
of their manufacturing trans-national firms. It was later that the European and Japanese, banks 
increased and internationalised their operations (although the specific reasons for, and the pace 
of, internationalisation of banks and other financial services may well vary from one case to 
another, but the general pattern was to follow the manufacturing trans-national firms and locate 
near these). All these banking operations led to liberalisation and governmental deregulation in 
developing countries to accommodate economic globalisation, especially through the financial 
institutions (Dicken, 1992). 
it was recognised that the process of economic globalisation anywhere in the world was in the 
form of trade flows and investment flows, which were carried out mainly by multinational 
corporations (forming international networks), international isation of banks and financial 
intermediaries following the same pattern (as discussed in Chapter 3). Indian Government in 
the 1980's and 1990's realised that the similar measures were needed to overcome the 
sluggishness that was present in the Indian economic system. It was in 1991, that India 
embarked on a comprehensive reform of the economy to widen and deepen its integration with 
the world economy as a part of structural adjustment. Reforms were seen as the means to 
achieve the ultimate goal of economic development of the country and the well -being of its 
people (as discussed in Chapter 2). 
The main thrust was on privatisation of public enterprises, deregulation in the financial sector 
and liberalisation, to be brought about with the help of industrial policy and trade-policy 
reforms and entry of private sector in industries that were originally government run, along 
with opening the banking and insurance sector to private firms, all forming an integral part of 
the macroeconomic stabilisation. 
Decades of non-commercial orientation, direct lending, loan waivers and increasing non- 
performing assets had initially made banks in India, difficult to adjust to a market environment 
having strict prudential norms. Therefore, various concessions were offered to foreign investors 
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to attract foreign investment, by the government of India. It was the reforms in the banking 
sector that were the most important from the point of view of foreign investors. Banking sector 
reforms were initiated in 1992 under the Narasimharn Committee (Sreekantaradhya 2005). In 
1993, a package of financial sector reforms (described below), in the banking sector, were 
announced to accommodate foreign investment, which included granting permission to new 
private sector banks to operate in India and introducing foreign joint ventures in several areas 
of the Indian economy (http: //www. banknetindia. com/bankiný/boverview. htm accessed June 
2004, Government of India 1991). 
Therefore, keeping in view of the developments that have taken place in the Indian economy, 
especially after 1990's the purpose of this chapter is to look into the various steps taken by the 
Government of India to integrate into the world economy. The next step is to focus mainly on 
the reforms made in the banking sector and deregulation of the financial institutions. Further, to 
study the present structure of banking in India, to analyse the type of banks that are operating in 
the country and to pick the important cities they are located in. Finally it is to see the linkages 
the Indian financial institutions are forming with their foreign counterparts in and outside India 
and to be able to identify the cities that come out as the main financial centres in the country. 
5.2. Traditional Status of Banking in India 
The major players of the traditional Indian financial system have been the commercial banks, 
the Financial Institutions (FI' s), Non-Bank Financial Companies (NBFC' s) and other market 
intermediaries such as stock brokers and money-lenders. The commercial banks and certain 
variants of NBFC' s are among the oldest players (while FI' s are relatively new entities). 
5.2.1. Historical Background of Indian Banks 
Bank of Hindustan was set up in 1870, as the earliest Indian Bank. Banking in India as per 
modem definition started with the establishment of three presidency banks, Bank of Calcutta, 
Bank of Bombay and Bank of Madras, under the Presidency Bank's Act 1876. In 1921, all 
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presidency banks, the Bank of Bengal and two other banks (Bank of Madras and Bank of 
Bombay) were amalgamated to form the Imperial Bank of India. This bank carried out limited 
central banking functions also prior to the establishment of the RBI (Reserve Bank of India). 
Imperial Bank of India carried out all types of commercial banking business except dealing in 
foreign exchange. Reserve Bank of India Act was passed in 1934 and Reserve Bank of India 
was constituted as an apex bank without major ownership. Banking Regulations Act was 
passed in 1949. This regulation brought RBI under governmental control. Under this Act, RBI 
got wide ranging powers for supervision and control of banks. The Act also vested licensing 
powers and authority to conduct inspections in RBI 
(httl2: //,, vww. banknetindia. com/banking/boverview. htm accessed June 2004). 
In 1955, the controlling interest of, the Imperial Bank of India were, acquired by the Reserve 
Bank of India and the State Bank of India was created by an act of Parliament to succeed the 
Imperial Bank of India. The origin of today's, most successful banking group The State bank of 
India (SBI) dates back to 1806, when the Bank of Calcutta (later called the Bank of Bengal) 
was established. SBI took control over 8 private banks floated in the erstwhile princely states, 
making them as its 100% subsidiaries (http: //www. banknetindia. com accessed June 2004). 
In the late 1960's due to various political and economic reasons, the nationalisation of Indian 
banks was introduced, where the banks were taken over, and were to follow Reserve Bank of 
India, the then Central Bank of India as the governing body. RBI was empowered to force 
compulsory merger of weak banks with strong ones. The total number of banks was thus 
reduced from 566 in 1951 to 85 in 1969. In July 1969, government nationalised 14 banks 
having deposits of more than Rs. 50 crores. Along with the nationalisation of some Indian 
banks, the entry of new banks into India as well as expansion of existing branches was 
prohibited. The entry of foreign banks into the country was also regulated under the conditions 
of Reserve Bank of India. 
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These restrictions were lifted in 1980 but RBI (Reserve Bank of India) was slow in granting 
approvals in most banking regulations. The Narshimham Committee report suggested wide 
range of reforms for the banking sector in 1992 to introduce internationally accepted banking 
practices. Also the Banking Regulation Act was amended in 1993 permitting the entry of new 
private sector banks (http: //Nvww. banknetindia. com/bankiniz/boverview. htm, accessed June 
2004). Further steps were taken in 1995-96 to reduce controls and remove operational 
constraints in the banking system. These include interest rate decontrol, liberalisation and 
selective removal of Cash Reserve Ratio (CRR) stipulation, freedom to fix foreign exchange, 
open position limit and enhance refinance facilities against government and other approved 
securities (http: //www. indiaizov. oriz/economy/bankinc,, /bnk-menu. htm, data accessed on 
Sept. 26,2000). 
5.3 Globalisation of Banking in India 
Many steps were taken in 1995-96 to reduce controls and remove operational constraints in the 
banking system http: //,, vww. india,, zov. org/economy/bankina/bnk-meng. hti-n accessed in 
September 2000). The Financial Sector Reforms: 1992-93 to 1995-96 
Bank norms were liberalised and banks were given the freedom to decide levels of holding of 
individual items of inventories and receivables 
" Ceiling on long term loans raised to Rs. 100000 million for projects involving expansion/ 
modernisation of power generation capacities 
" Banks were allowed to set their own interest rate on post- shipment export credit (in Rupees) 
for over 90 days 
" Deregulation of interest rates on loans over Rs. 200000 against term deposits and on domestic 
deposits with maturity periods over two years 
" Banks were freed to fix their own foreign exchange open position limit subject to RBI approval 
" Guidelines were issued to banks to ensure qualitative improvement in their customer service 
141 
Loan system was introduced for delivery of bank credit. Banks were required to bifurcate the 
maximum permissible bank finance of Rs. 200 million and above into loan component of 40% 
(short term working capital loan) and cash credit component of 60%, by Dec 31,1995 
(http: //www. indiae Obnk gov. org/economy/banking -menu. 
htm, accessed Sept, 2000). 
The second Narasimham Committee appointed for financial sector restructuring very strongly 
recommended bringing down government's holdings in nationalised banks below 51%. By the 
year 2000, the government was ready to bring down its stake in the nationalised banks the 
current level of 51% as part of its disinvestments policy. Even the RBI will have to reduce its 
stake in State Bank of India and other financial intermediaries. Recently the Government has 
slashed PPF and Savings Interest rate by 1% effective from January 15,2000. This also 
facilitated private sector banking in India 
(http: //www. indiainfoline. com/econ/andb/moba/moba7. htmi accessed July 2003). 
5.3.1. Mergers and Acquisitions 
In another attempt to diversify the banking situation, Verma Committee was appointed to 
suggest a restructuring plan of weak banks expressed mergers as possible solution for 
revamping of weak banks. In the 1980's and 1990's mergers were used as means to strengthen 
the banking sector. Small, weak and inefficient non -scheduled banks were merged with 
scheduled banks when the, running of weak banks become non-viable (however, mergers in the 
current era are driven by the motive of establishing a bigger market share in the industry and to 
improve the profitability). Though the Indian Government was not keen on the mergers and 
acquisitions in the banking sector, it was in the early 1990's the Government of India started 
encouraging the global trends of M&A's. RBI also then started the following the global trends 
in mergers, and felt that Indian Banking, too should consider it as a viable option of the same in 
order to consolidate the banking sector and paving the way for universal banking. Further, it 
was seen mergers, to help banks with added money power, extended geographical reach with 
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diversified branch networks, to improve product -mix, and economies of scale of operations, of 
the weaker banks (http: //www. indiainfoline. com, accessed in May, 2000). 
By the year 2000, the merger of HDFC Bank with Times Bank, was the signal for a wave of 
consolidation in the Indian Banking Sector. State Bank of India has also planned to merge 
seven of its associates as part of its long -term policies to regroup and consolidate its position. 
In India mergers especially of the public sector banks, are considered to subject to technology 
and trade union -related problem, mergers for private banks seem to be much easier. 
5.3.2. Participation of Private Banks in India 
Participation of Private Banks in the Indian Banking System was another issue of debate, 
during the restructuring of the banking system in India. The RBI was not very keen on giving 
licenses to the private banks to operate in the country. This was because of the past 
performance of the private sector banks in the country and it was also seen that the private 
sector banks were small in size and had a regional focus. But the role of private sector banks 
could not be ignored for long and as part of the new financial reforms, private sector banks 
were allowed to operate. The Banking Regulation Act specified certain criteria for establishing 
new private sector banks, which is as follows: 
" The bank should have a minimum net worth of Rs. I billion 
" The promoters holding should be minimum 25% of the paid up capital 
" The banks should offer shares to the public within three years of their operation (this 
condition was relaxed in case of many banks due to poor state of capital) 
The minimum net worth of Rs. I billion and difficulty in getting the banking license has kept 
the option open for very few players. In the year 2000, there were nine new private banks in the 
country. Many of these new private banks have been promoted by, the financial institutions. 
After the CRB fiasco (the group was granted a license for banking which was revoked after the 
exposure of the group in a scam), RBI has not granted further licenses 
(http: //www. indiainfoline. com accessed in May 2000). 
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5.3.3. Participation of Foreign Banks in India 
As the entry of new foreign banks into India as well as expansion of existing branches was 
prohibited, during the period of national isation, there was not much participation of foreign 
banks in India till late 1980's. These restrictions were lifted under the new economic and 
financial policies, to accommodate economic globalisation. But RBI was slow to give approval 
to new banks to operate in India and especially private sector and foreign banks. The foreign 
banks were forced to confine their operations to mostly metropolitan cities, as per RBI 
regulations. In spite of this, the foreign banks did not suffer and used the technology to their 
advantage by doing much more business from one branch than that done by nationalised banks. 
This concept was known as 'universal banking'. This concept of 'universal banking' had one 
motive that was to fulfil all the financial needs of the costumer under one roof. Keeping in view 
the performance of the foreign banks, of late, RBI has granted them approvals for expansion as 
well as for entry of new foreign banks. Now, these banks are looking at expansion and 
diversification with hopes that the operating environment and major restrictions will be 
relaxed, keeping up with liberalisation wave and GATT norms (http: //www. indianinfoline. com 
accessed, September 200 1). 
5.4. Recent Trends in Banking in India 
There has been a marked increase in the overall performance of banks in India. It led to a major 
growth and development of banks especially of low profit banks. Further, both Indian and 
Foreign Banks are now conducting world-class business from their offices located in major 
Indian cities (as shown in table 5.1). Since the major thrust of the foreign banks was on their 
business activity, some of the Scheduled Commercial Banks, also benefited by the introduction 
of concept of 'universal banking' that these foreign banks got with them. Tech-banking that 
came with the foreign banks, also started to be today's banking scenario with ATMs, 
networking, telephone banking, online banking, web -based products, call centres, etc. having 
become the need to catch up at the international arena. Debit Cards were also introduced to 
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supplement credit cards. All this has been made possible because of reforms and introduction 
of new information technology into the services sector (as explained in earlier chapters). 
5.4.1. Types of Banks Operating in India 
Banking Sector in India today is made up of three major types of banks, Public sector banks, 
Private sector Banks and Foreign banks. The Reserve Bank of India (RBI) is India's central 
bank. The banking structure in India is broadly given in the following figure 5.1 
Figure 5.1: Banking Structure in India 
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Source: Report on Trend and Progress of Banking in India, 2001-02 
5.4.1.1. Public Sector Banks: 
They are further divided into: 
1. Nationalised banks 
2. Other schedule commercial banks and 
3. Co-operative banks 
Scheduled State 
co-operatIve 
Banks(16) 
All those banks, which have the government as majority of the shares in them, are classified as 
Public sector Banks. Currently, public sector banks dominate the banking industry in India by 
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having 70% of the branches. This segment of public sector banks comprises of State Bank of 
India (SBI) and its subsidiaries, other nationalised banks and Regional Rural Banks (RRB). 
State Bank of India (SBI) is the largest commercial bank in India in terms of profits, assets, 
deposits, branches and employees. As of March 31,2000 the State Bank of India had a total 
assets of Rs. 2,615.05 billion, and total deposits of Rs. 1,968.21 billion. With a domestic 
network of 8,998 branches, the bank commanded about one -fifth of deposits and loans of all 
schedule commercial banks in the country. At the end of June 2000, the bank had 2,159 fully 
computerised branches at 485 centres, covering 71% of the bank business. Branch 
computerisation has facilitated the launch innovative and customer friendly products like cash 
management product, multi option deposit, tele-banking services and remote logging services 
and ATM's for customers. 
SBI was the first public sector bank to access the domestic capital market to shore up its capital 
base. In Oct. 1996, the bank successfully floated GDR issue by any commercial bank in the 
country and raised US$ 369 million, including the green shoe option. Reserve Bank of India 
(RBI) is the single largest shareholder of the bank. SBI's shares and bonds are listed for trading 
on the major Indian Stock Exchanges. SBI has one of the largest market capital isations, of all 
companies traded on such exchanges (Numero Uno, The Indian Express, January 2001). SBI 
has six subsidiar y banks, which have offices in all parts of the country. There has been a 
massive growth in the number of these banks since 1990 (as shown in table 5.4). Today the 
State Bank Of India and its subsidiaries form the biggest nationalised banking group operating 
in India. SBI' s subsidiaries are: 
" State Bank of Bikaner & Jaipur 
" State Bank of Hydrabad 
" State Bank of Indore 
" State Bank of Mysore 
" State Bank of Saurashtra 
" State Bank of Travancore 
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5.4.1.2. Private Sector Banks 
They are further divided into: 
(a) Old Private Sector Banks (b) New Private Sector bank 
Old private sector banks are those banks, which existed prior to the promulgation of Banking 
Nationalisation Act but were not nationalised due to their smaller size and regional focus. Most 
of these banks are from the South of India. Being small in size, these banks focus on service 
and technology and thus face competition from new private and foreign banks. 
New private sector banks are those, which were permitted the entry of a bank with The 
Banking Regulation Amendment in 1993. The first new private sector bank started operations 
in 1995. The existing new private banks are on an expansion phase and are now moving into 
semi- urban areas and satellite towns to fulfil their branch expansion norms. Its banks like 
ICICI Bank, HDFC Bank, GTB, Indus1nd Bank, BOP and UTI Bank have come out with IPO's 
as per licensing requirement. The new private sector banks have been consistently gaining 
market share from the public sector banks (http: //www. indiainfoline. com/sect/ban). 
HDFC Bank Limited India 
HDFC bank is one of the most successful new private sector banks operating in the country. 
The Housing Development Finance Corporation Limited (HDFC) was amongst the first to 
receive 'an in-principle' approval of the RBI to set up a bank in the private sector in India in 
1994. The bank was incorporated in the same year in the name of 'HDFC Bank Limited', with 
its registered office in Mumbai. The authorised capital of HDFC Bank is Rs. 450 Crores. The 
HDFC Group holds 24.2% of the bank's equity. The Indian Private Equity Fund, Mauritius 
(IPEF) and Holding's Limited, Mauritius (IFHL) together, hold about 5.5% of the bank's 
equity. In the year 2000 Times Bank merged with HDFC Bank and the amalgamatic value to 
HDFC Bank in terms of increased network and manpower. HDFC Bank has its headquarters in 
Mumbai. The Bank at present has 325 branches spread over the country across 166 cities and 
operates in highly automated environment in terns of information systems. It provides a wide 
range of retail and commercial banking in India. 
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5.4.1.3. Foreign Banks 
The major development Restrictions for foreign banks to operate in India were lifted in 1980, 
after which a large number of multinational banks made their way into the Indian market. A list 
of all the foreign banks operating in India, by 2001 is given in Table 5.1. 
Table 5.1. Foreign Banks in India (2001) 
ABN Amro Bank Development Bank of Singapore 
Abu-Dhabi Bank Commercial Bank Dresdner Bank 
American Express Bank Grindlays Bank 
Arab Bangladesh Bank Hanil Bank 
Bank International Indonesia HSBC 
Bank Muscat International International Netherlandene Bank 
Bank of Bahrain & Kuwait KBC Bank 
Bank of Ceylon Krung Thai Bank 
Bank of Nova Scotia Mashreq Bank 
Bank of America National Trust Morgan Guaranty Trust 
Bank of Tokyo Oman International Bank 
Banque Nationale cle Paris Overseas Chinese Bank 
Barclays Bank Sakura Bank 
British Bank of Middle East Sanwa Bank 
Credit Agricale Inclosuez Societe Generale 
Chase Manhattane Bank Sonali Bank 
Chinatrust Commercial Bank State Bank of Mauritius 
ChcHung Bank Standard Chartered Bank 
Citibank Sumitomo Bank 
Commercial Bank of Korea The Fuji Bank 
Commerz Bank The Siam Commercial Bank 
Credit Lyonnais Toronto Dominion Bank 
Deutsche Bank (Asia) 
Source: Banking Almanac, 200 1. 
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However, on September 30,2002, there were 40 foreign banks operating in India with 203 
branches. While 4 banks have 10 or more branches, 18 banks were operating with only I 
branch each. The branches of foreign banks are spread over 25 centres in 15 States/ Union 
Territories. As on June 30,2002,23 banks from 12 countries have representative offices in 
India, of which 19 were in Mumbai, 3 in New Delhi and one in Chennai. Tbus 63 banks have 
presence in India either through branches or representative offices. However, 4 foreign banks, 
namely Dresdner Bank, Commerzbank, KBC Bank and Siam Commercial Bank have decided 
to wind up their operations in India, which is in progress (Report on Trend and Progress of 
Banking in India, 2001-02). 
5.4.2. Number of Banks Operating in India 
In short based on the various steps taken towards economic reforms the affect on the banking 
sector in India has been enormous, which can also be seen with the increase in the number of 
banks (Indian and Foreign) operating in the country along with an increase in the total number 
of offices of these banks. The following table 5.2 shows this increase, where the total number 
of branches or offices (as whole) operating in India has gone up manifolds over the last 20 
years. 
Table 5.2. Showing the increase in the number of Banking offices in India. 
YEAR TOTAL NO. BANKING OFFICES 
1969 8262 
1975 18730 
1980 32419 
1985 51385 
1990 59752 
1995 62367 
1999 64939 
2000 67868 
2001 67937 
2002 68195 
2003 68561 
Source: Banking Statistics, for the years 1999-2003. 
The major change can be seen between 1980-85 where the total number of offices went up 
from 32419 in 1980 to 51385 in the year 1985. After 1985 the increase in the number of 
offices has been steady. This increase in the total number of banks operating in India is 
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also seen in the all over the country and there has been a special focus on regional rural banks, 
where again there has been a marked increased in the total number of branches (as shown in 
table 5.3). This table shows the increase in all types of banking offices over nearly a 10-year 
period between 1992-1999 (under the broad banking divisions made by R131) and where the 
impact of globalisation was most seen). 
Table 5.3. The Growth of Scheduled Commercial Banks in India 
BANK GROUP 1992 1993 1994 1995 1996 1997 1998 1999 
STATE BANK OF INDIA 8671 8782 8853 8883 8929 8931 8960 8981 
ASSOCIATES OF SBI 3843 3922 4043 4120 4193 4307 4373 4457 
NATIONALISED BANKS 31644 32013 31672 31973 32424 32720 33190 33594 
REGIONAL RURAL BANKS 14750 14759 14748 14716 14704 14677 14668 14706 
FOREIGN BANKS 151 152 155 165 173 186 196 192 
OTHER S. COMM. BANKS 4038 4107 4247 4339 4507 4714 4911 5103 
NON-S. COMM. BANKS 37 37 37 38 8988 
Note: S. COMM. Banks stands for Other Scheduled Commercial Banks and NON-SCH. 
COMM. Banks stand for Non- Scheduled Commercial Banks 
Source: Banking Statistics for the years 1992-1999. 
The following tables 5.4 (a) and 5.4 (b) show, an overall increase in the total number of 
offices of various types of banks in India From 1992 to 2003. State bank of India and its 
subsidiaries is still the largest banking group in India based on its turnover and the number of 
branches it has. The other groups mentioned in the table are all nationalised banks, regional 
rural banks, foreign banks, other scheduled banks and non-scheduled banks operating in India, 
which have also shown an overall increase in the number of offices they have. 
Table 5.4(a). Total Number of Banking Offices (Group- wise) from 1992-1997 
BANK GROUP 1992 1993 1994 1995 1996 1997 
STATE BANK OF INDIA& ASSOCIATES 12514 12704 12896 13003 13122 13238 
NATIONALISED BANKS 31644 32013 31672 31973 32424 32720 
REGIONAL RURAL BANKS 14750 14759 14748 14716 14704 14677 
FOREIGN BANKS 151 152 155 165 173 186 
OTHER SCHEDULED COMM. BANKS 4038 4107 4247 4339 4507 4714 
NON-SCHEDULED COMM. BANKS 37 37 37 38 89 
Source: http: //Nvww. indiainfoline. com/nevi/bank. html, accessed in May 2003 
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Table 5.4(b). Total Number of flanking Offices (Group- , %ise) from 1998-2003 
BANK GROUP 
STATE BANK OF INDIA & ASSOCIATES 
NATIONALISED BANKS 
REGIONAL RURAL BANKS 
FOREIGN BANKS 
OTHER SCHEDULED COMM. BANKS 
NON-SCHEDULED COMM. BANKS 
1998 1999 2000 2001 2002 2003 
13334 13479 13596 13664 13698 13735 
33263 33684 33940 33908 33898 33942 
14666 14653 14673 14698 14733 14777 
196 231 233 244 248 208 
4941 5406 5465 5382 5597 5878 
883 14 19 21 
Source: 'bank. html, accessed in Maý 2003) 
At the end of' March 2002, there "ere 296 commercial banks operating in India, This included 
27 public sector banks (PS13's), 31 private, 42 foreign, and 196 regional rural banks. Also, 
there were 67 scheduled co-operative banks consisting of 51 schedule urban co-operative banks 
and 16 scheduled state co-operative banks. Scheduled commercial banks touched, on the 
deposit front, a growth of 14% as against 18% registered in the previous year. As on advances, 
the growth was 14.5% against 173% of tile carlicr car 
accessed in May 2003). 
Almost all banks vvitnessed an increase in their growth rate. Further, the total assets and total 
profits of the banks also Increased. During, the year 2001-02, the total assets of' schedule(] 
commercial banks increased by 18.5 % over the previous year. I'he nationalised banks showed 
a net profit of nearly 41%, during the same year and foreign banks showed a profit of' W/o (as 
given below in figure 4.2). 
Figure 5.2 Total Assets ad Profits of Major Banking-Groups (as on March 31,2003) 
Total Assets 
7,, 
6°/a 
17 "/,, 
Net Profit 
4 1, % 
ONaLionalised Banks 
EState Bank Group 
DOW Private Banks 
ONew Private Banks 
M Foreign Banks 
Source: Report oil Trend and Progress of Banking in India, 2001-02 
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5.4.3. Status of Indian Banks in Other Countries 
Major Indian banks have had offices in other parts of the world since independence, but the 
number of offices has not been very large. The participation of Indian banks in foreign 
countries was seen as a step to integrate in to the world economy, through Indian banking 
operations abroad. The number off ices of these banks increased in 1990's, which can be 
directly related to the Indian economic policies to integrate into the world economy. These 
offices are conducting retail and international business, which facilitates foreign exchange 
transfer and international trade. By the year 2002 there were 9 Indian banks (8 in public sector 
and I in private sector) are operating branches abroad (as shown in table 5.5). 
Table 5.5. Offices of Indian Commercial Banks Outside India: 1997-2003. 
NAME OF THE COUNTRY 1997 1998 1999 2000 2001 2002 2003 
BAHAMA 2222222 
BAHRAIN 1111111 
BANGLADESH 1111111 
BELGIUM 2222222 
CAYMAN ISLAND 1111111 
CHANNEL ISLAND 1111111 
FIJI 9 9+ 9+ 9+ 999 
FRANCE 2222222 
GUYANA 1111 
HONG KONG 7777777 
JAPAN 4444444 
KENYA 2222222 
MALDIVE ISLAND 1111111 
MAURITIUS 7 7@ 7@ 7@ 888 
OMAN 3333333 
PAKISTAN 17$ $$$000 
PANAMA 1000000 
SEYCHELLES 1111111 
SINGAPORE 7666666 
SOUTH AFRICA 222222 
SOUTH KOREA 1111111 
SRI LANKA 6666666 
THAILAND 1111111 
UNITED ARAB EMIRATES 6666666 
UNITED KINGDOM 21 21 19 18 18 18 18 
USA 8888877 
WEST GERMANY 1111111 
114 97 95 94 94 93 93 
Note: The table does not include representative office opened by Indian Banks outside India. 
Mauritius (7@ does not includes a mobile office). The offices in Pakistan shown as $, were 
taken over by that Government as enemy property in Sept. 1965. Fiji shown with + includes 
mobile offices. However, the table excludes 22 offices in former East Pakistan before the 
formation of Bangladesh. Source: Reserve Bank of India website, under Statistical Tables 
relating to Banks in India and various RBI Year-books (1997 to 2000). 
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Offices in some countries had to be closed down, which was a result of the political problems 
India faced with these countries. For example, in Pakistan due to the political reasons the 
offices were closed. For reasons unknown one office of State Bank of India in Flushing in the 
US was closed down. Also the number of offices in the UK has gone down. As at the end of 
September 2002, the number of Indian Banks' branches operating abroad stood at 93, while the 
number of representative offices of Indian banks abroad was 17. The number of wholly owned 
subsidiaries of Indian banks abroad and joint ventures abroad were 15 and 5, respectively 
(Report on Trend and Progress of Banking in India, 2001-02). 
5.5. Spatial Distribution of Banks in India 
The banks are India widely distributed with nationalised banks having their off ices in nearly all 
over the country. In the Census of India, the banks are categorised as Scheduled Commercial 
banks and Non- Scheduled banks. They are depicted as the number of offices in Rural areas, 
Semi- Urban areas, Urban and Metropolitan areas. The following table 5.6 (a) show growth in 
the number of off ices in these areas as per the Census of India for the year 1969 and 1996-1999 
and table 5.6 (b) shows the growth for the year 2000-2003. 
Table 5.6 (a) Growth of Banking Offices for the year 1969 and 1996-1999 
INDICATORS JUNE MARCH MARCH MARCH MARCH 
1969 1996 1997 1998 1999 
Number of Commercial Banks 89 293 299 300 301 
(a) Scheduled Commercial Banks 73 291 297 299 301 
of which : Regional Rural Banks 196 196 196 196 
(b) Non Scheduled Commercial Banks 16 22 
Number of Bank Offices in India 8262 64937 65562 66408 67157 
(a) Rural 1833 32982 32939 32864 32859 
(b) Semi-Urban 3342 13832 14024 14266 14462 
(c) Urban 1584 9964 10209 10593 10841 
(d) Metropolitan 1503 8159 8390 8685 8995 
Source: littp: //www. RBI. or-a. in stating 'Growth of Commercial Banking at a glance', accessed 
in April 2004. 
153 
Table 5.6 (b) Growth of Banking Offices for the year 2000 -2003 
INDICATORS MARCH MARCH MARCH MARCH 
2000 2001 2002 2003 
Number of Commercial Banks 298 300 297 292 
(a) Scheduled Commercial Banks 297 296 293 288 
of which : Regional Rural Banks 196 196 196 196 
(b) Non Scheduled Commercial Banks 1 
Number of Bank Offices in India 67868 67937 68195 68561 
(a) Rural 32852 32585 32503 32406 
(b) Semi-Urban 14841 14843 14962 15090 
(c) Urban 10994 11193 11328 11553 
(d) Metropolitan 9181 9316 9402 9512 
Source: httr): //www. RBI. org. in stating 'Growth of Commercial Banking at a glance', 
accessed in April 2004. 
Since my study was conducted city-wise therefore, the pattern of representation of data had to 
be changed. Also the criteria for my study, was to look at the number of banks conducting 
international business form a particular office, so another more appropriate source was used 
which is the Bankers Almanac for the years 1999-2001, (wherever necessary). The following 
table 5.7 gives the total number of offices conducting international business in the selected 12 
cities. 
Table 5.7. Total Number of Banking Institutions 
CITIES BANKING 
INSTITUTIONS 
AHEMDABAD 26 
BANGLORE 52 
KOLKATA 25 
CHANDIGARH 13 
CHENNAI 94 
HYDERABAD 26 
JAIPUR 23 
KANPUR 22 
LUCKNOW 7 
MUMBAI 180 
NEW DELHI 125 
PUNE 22 
The result is that there is a large concentration of banks - Indian or foreign - in major Indian 
cities. Murnbai has largest number of offices, with 180 banking institutions caring out 
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international business from these offices. The city with second largest number banks doing 
international business is New Delhi with 125. But what is unique is that Kanpur has more 
offices doing international business than Lucknow (Lucknow, being its state capital was 
expected to have more offices, due to administrative reasons, as compared to Kanpur). 
Further the head offices of most of these banks and mainly the foreign banks are located in the 
two major Indian cities of Mumbai and New Delhi. According to the RBI regulations the 
foreign banks were not allowed to open up branches in other cities except Mumbai and New 
Delhi. But recently the existing foreign banks have been allowed to open more branches but 
their offices have been restricted in their operations. 
5.6. Data Production 
For the purpose of this study all the banks registered with the RBI by the year 1999-2000 were 
taken for data analysis (the main reason was that the banking sector is still undergoing 
regulation changes and it is difficult to keep up). Therefore, to standardise data, any banks 
operating under licences of either financial institutions or some other category were ignored. 
RBI's, main categories of banks, as SBI and its associates, nationalised banks, other scheduled 
commercial banks (old and new private sector banks) and foreign banks were taken for data 
analysis. Further only those offices of a particular bank, which conduct international business 
from a particular branch, were taken for analysis, therefore, co-operative banks and other 
branches conducting retail business and corporate business and no international business were 
ignored. 
A table 5.8 showing the total number of branches of banks in 4 or more than 4 cities (out of the 
12 selected cities), that conduct international business, included in the composite data analysis, 
is given below: 
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Table 5.8 Bank Branches Across Cities 
BANK GROUPIBANK AHD BLR CAL CHA CHE HYD 
State Bank of Bikaner and Jaipur 115021 
State Bank of Hydrabad 011031 
State Bank of Indore 001010 
State Bank of Mysore 021010 
State Bank of Saurashtra 211011 
State Bank of Travancore 021021 
Allahabad Bank 118122 
Andhra Bank 001121 
Bank of Baroda 437142 
Bank of Maharashtra 013021 
Canara Bank 110211 
Central Bank of India 123032 
Corporation Bank 021021 
Dena Bank 112011 
Indian Bank 1351 17 2 
Oriental Bank of Commerce 001110 
Punjab National Bank 111121 
Syndicate Bank 164132 
Union Bank of India 222111 
United Bank of India 104011 
United Commercial bank 111112 
Vijaya Bank 123021 
Bank of Madura 001001 
Bank of Rajasthan 001011 
Bharat Overseas Bank 111030 
Catholic Syrian Bank 010010 
Federal Bank 011020 
ICICI Bank 111111 
Jammu & Kashmir Bank 011010 
Karnataka Bank 020010 
Karur Vysya Bank 1310 12 2 
Lakshmi Vilas Bank 020031 
South Indian Bank 001010 
TamiInad Mercantile Bank 111031 
Vysya Bank 031011 
Bank of Tokyo 001010 
Hongkong & Shanghai Bank 011010 
JAI KAN LKW MUM DEL PUN 
210540 
000220 
010210 
000110 
010230 
000121 
111941 
410220 
021 17 52 
000413 
010311 
211 12 43 
100831 
200821 
101 12 91 
100241 
111691 
101 12 12 1 
110 14 31 
000220 
111251 
100520 
000110 
100110 
000151 
000110 
000100 
100111 
110130 
000310 
000210 
000110 
000110 
000210 
100430 
000110 
000110 
The above table shows all the offices of a bank in a particular city conducting international 
business. But, further grading of these branches was required for the final data matrix, and this 
grading was based on certain assumptions made (as the status of these branches conducting 
international business was not clear). Therefore, the following scale was used for the grading 
the branches: 
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1.0 for the no branch of a bank conducting international business in a particular city 
2.1 for I branch of a bank conducting international business in a particular city 
3.2 for 2 branches of a bank conducting international business 
4.3 for 3 to 5 branches of a bank conducting international business 
5.4 for 6 to 9 branches of a bank conducting international business 
6.5 for 10 and over branches of a bank conducting international business. 
The following table shows the number of branches of a particular bank conducting 
international business in a particular city, which have been further graded on the basis of the 
above grading method. The resulting banking activity data matrix is shown as table A. 1 of the 
appendix. 
5.7. Data Analysis 
The data matrices represented above, show if a bank has an office in a particular city or not, 
along with the status of that office in the respective city. Data thus produced by the above 
methods is analysed and interpreted in different sections and is discussed below. The first table 
in this section is table 5.9, which shows the sum of off ice status of banks of different sizes (i. e. 
their service value) in a particular city. 
5.7.1. City-wise Sum of the Service Status of Banking Offices 
The table 5.9 given below that shows the sum of service status of bank offices in a city has 
been derived from the above table A. 1. 
Table 5.9. City-wise Total Service Activity of Banks 
CITIES sum 
MUMBAI 90 
NEW DELHI 77 
CHENNAI 65 
CALCUTTA 55 
BANGLORE 48 
HYDERABAD 33 
AHEMDABAD 22 
JAIPUR 22 
PUNE 21 
CHANDIGARH 14 
KANPUR 13 
LUCKNOW 7 
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In this table the sum of service status of banking offices in a particular city are shown and the 
city that comes out at the top is Mumbai with a sum of 90 and next being New Delhi with a 
sum of 77. These two cities show largest number of offices with high service status banks 
situated there. The other important cities from the point of view of this table are Chennai, 
Calcutta and Banglore respectively. The cities with a medium number of high service status 
offices are Hyderabad, Ahemdabad, Jaipur and Pune. The cities with a low number of offices 
are Chandigarh and Kanpur. The city with least number of high service status offices is 
Lucknow with a total of 7 such offices. 
5.7.2. City-wise Connectivity Analysis of Banking Offices 
But the sums are not enough for the interpretation, derived from the data matrix in table A. 1, 
therefore, the global network connectivity of a city (i. e. the grand total of interlocking 
connections) among the various offices spread over the cities, was calculated. The conjecture 
behind using these values is that the larger the office the more connections it has with other 
offices in other cities. The table 5.10 shows the connectivity figures, which are the total 
number of linkages that the banking offices have, calculated for each city (as described in 
introduction equation (1)). 
Table 5.10. City-wise Connectivity of Banking Offices 
CITIES CONNECTIVITY 
MUMBAI 1164 
NEW DELHI 988 
CHENNAI 831 
CALCUTTA 773 
BANGLORE 666 
HYDERABAD 511 
AHEMDABAD 372 
PUNE 357 
JAIPUR 331 
KANPUR 215 
CHANDIGARH 209 
LUCKNOW 159 
The city with the highest connectivity level is Mumbai and next being New Delhi with 988. 
What comes out here is that these two cities are the most connected where banking offices are 
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concerned. The other cities with high connectivity figures are Chennai, Calcutta, Banglore and 
Hyderabad, which all happen to be capitals of their respective state, having administrative 
importance and show some sort of a pattern. Pune also comes as more connected than Jaipur, 
Kanpur, Chandigarh and Lucknow. The city that is least connected in terms of banking offices 
is Lucknow, which being a capital for Uttar Pradesh, is less connected than Kanpur. 
Further, proportionate connectivity scores (i. e. the total number of linkages of banking offices 
in a city with banking offices in another city, table 5.10) were calculated and along with the 
proportionate service value of a city and the two values were compared (the figures of the two 
tables were converted into a new form as proportionate of their maximum values, to facilitate 
the comparison). This comparison of the two tables (5.9 and 5.10) proves whether or not a city 
with the highest service value of banks has the highest linkages with banking firms in other 
cities. 
Table 5.11 Comparing Sums and Connectivity Scores 
CITIES PROPORTIONATE PROPORTIONATE 
SUMS OF FIRMS CONNECTIVITY 
AHEMDABAD . 22 
0.32 
BANGLORE . 48 
0.57 
CALCUTTA . 55 
0.66 
CHANDIGARH . 14 
0.18 
CHENNAI . 72 
0.71 
HYDERABAD . 33 
0.43 
JAIPUR . 22 
0.28 
KANPUR . 13 
0.18 
LUCKNOW . 07 
0.13 
MUMBAI 1.00 1.00 
NEW DELHI . 88 
0.84 
PUNE . 21 
0.30 
The city with the highest connectivity is Mumbai with a connectivity score of 1164 and sum of 
90 forms the maximum value, which was taken to calculate the proportionate relation matrix. 
The city which comes out with highest proportionate value relation to Mumbai is New Delhi 
with a score 0.88 and 0.84 in both the columns. Again the city with a relatively high proportion 
in both columns is Chennai with a score of 0.72 and 0.71 respectively, followed by Calcutta 
and Banglore at the third and the forth positions respectively. The cities that come next with 
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moderately proportionate (both the) values to Mumbai, are Hyderabad, Ahemdabad, Pune and 
Jaipur (which in the first column shares its position with Ahemdabad). Even though Pune 
features last in the connectivity table, it is shows relatively moderate proportionate connectivity 
value as compared to other cities. Cities with low proportionate values are Kanpur, Chandigarh 
(switching their positions in the two columns) and at the bottom of both the columns is 
Lucknow with a score of 0.07 and 0.13 respectively. 
Finally, all the tables show that Mumbai is the city, which is topping the list of cities that are 
important for banking in India, being the city with most number of banks, largest network of 
banking offices, city with high status banking offices and the most well connected city for the 
banking sector. The other city, which is important for banking in India, is New Delhi followed 
by Chermai and the city with least importance is Lucknow with least number of banks, lowest 
number of banking offices and least connected city for the banking sector. 
5.8. Q-mode Principle Component Analysis 
Q-mode analysis is used to search out regional patterns of similar service profiles of the firms 
among the cities. This statistical method is important as it is used to search out regional 
patterns of similar firms or in other words service profiles located in various cities. Also the 
scores of the Rotated Component Matrix using the Varimax rotation method were taken to 
identify the regional patterns. The results show that 66.95 % of data has been explained by 3 
components. The Component I explains 27.94%, the Component 2 explains 20.96% of the data 
and the Component 3 explains 18.05% of the data. The result of this analysis is given in table 
5.12 below: 
Table 5.12 Q-mode analysis: Component loadings 
LOADINGS Cyber Cities North-western Cities Major Cities 
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. 
801-. 950 CHENNAI JAIPUR 
0.83 0.91 
BANGLORE 
0.83 
. 651-. 
800 HYDERABAD KANPUR 
0.69 0.77 
CHANDIGARH 
0.75 
AHEMDABAD 
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0.66 
. 501-. 650 MUMBAI 
LUCKNOW 
0.58 0.53 
LUCKNOW 
0.53 
NEW DELHI 
0.64 
MUMBAI 
0.5 
Table 5.13. Q-mode analysis: Component Scores 
Cyber Cities 
Bank of Baroda 
1.78 
Indian Bank 
2.41 
Syndicate Bank 
2.17 
Karur Vyasa Bank 
2.16 
North-Western 
Cities 
Bank of Baroda 
3.02 
Canara Bank 
2.32 
United Com. Bank 
1.52 
Major Cities 
S. B. of Bikaner 
& Jaipur 2.16 
Andhra Bank 
2.15 
Central Bank of 
India 1.97 
Dena Bank 
1.59 
As explained in chapter 4 1, then labelled high loadings on a factor to suggest the underlying 
common factor among the variables and were interpreted according to knowledge available. 
The outcome is 3-labelled component loadings, Component I as Cyber Cities, Component 2 as 
North-westem Cities and Component 3 as Major Cities. 
Cyber cities that form Component I show, two cities with high loading value, Chennai with 
0.83 and Banglore with 0.83. The city to appear next with moderate loading value of . 69 is 
Hyderabad. The cities with low loading values of . 58 and 0.53 respectively are Mumbai and 
Lucknow. Since Mumbai, Chennai, Banglore and Hyderabad are cities which have a majority 
of the multinational companies located there, therefore, these cities have formed vital nodes in 
the network in the country, especially the banking network, thus facilitating international 
banking from these cities. Further the Q-mode score show that all four banking firms have 
come out important have their headquarters in the southern cities, with I of them in Chennai 
and have similar distribution of their offices in these cities. 
North-western Cities that form Component 2 show no cities appear with high loading values. 
Three cities that appear with moderate loading values of 0.77,0.75 and 0.66 are Kanpur, 
Chandigarh and Ahemdabad respectively. The city with low loading value of 0.532 is 
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Lucknow. Further the Q-mode scores show that the three banking fin'ns that appear to be 
important here and have a similar pattern of high service value in these northwestern cities. 
Major Cities that form Component 3 shows Jaipur, which stands out on its own, as a city with 
a high loading value of 0.91 and no other city with a moderate loading value. The cities that 
come out with a low loading value of 0.64 and 0.50 are New Delhi and Mumbai. Since, New 
Delhi is the National Capital and Mumbai is the financial capital of the country, their 
importance can be very clearly seen here, along with the two major cities showing a similar 
pattern of banking firms located here, especially the four banking firms that come out in Q- 
mode scores 
5.9. R-mode Principle Component Analysis 
Since R-mode analysis clusters firms, it is used to search out the important firms, which have 
similar patterns of offices or service values across cities. The Varimax method is used here, 
where the rotated figures have been taken for further analysis. The results show that 80.41 % of 
the data has been explained and 4 components have been selected for this explanation. 
Component I explains 24.86% of the data, Component 2 explains 23.13% of the data, 
Component 3 explains 22.42% and last Component 4 explains 9.99% of the data, explaining a 
total of 80.41% of the data. The final results of the Q-mode analysis conducted for the banks in 
Indian cities are shown in table 5.14. 
Table 5.14 R-mode Analysis: Component loadings 
Southern Cities Spatial Eastern City Spatial Capital City Spatial Global City Spatial 
Strategic Emphasis Strategic Emphasis Strategic Emphasis Strategic Emphasis 
. 900 < 
Lakshmi Was Bank 
0.96 
Karur Vyasa Bank 
0.93 
. 801-. 
900 State Bank of United Bank of India United Commercial Canara Bank 
Travancore 0.84 0.87 Bank 0.81 0.8 
Catholic Syrian Bank Allahabad Bank 
0.8 0.86 
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. 701-. 800 
Tamilnadu Merchantile 
Bank 0.78 
State Bank of 
Hyderabad 0.78 
State Bank of Mysore 
0.76 
Indian Bank 
0.72 
Bharat Overseas Bank 
0.71 
. 601-. 700 
. 501-. 
600 Syndicate Bank 
0.58 
Hongkong Bank 
0.58 
Karnataka Bank 
0.55 
Vyasa Bank 
0.52 
Corporation Bank 
0.52 
Bank of Mahrashtra 
0.75 
South Indian Bank 
0.71 
Bank of Tokyo 
0.71 
Bank of Madura 
0.7 
Vijaya Bank 
0.69 
Dena Bank 
0.69 
State Bank of India 
0.65 
Bank of Baroda 
0.65 
Bank of Rajasthan 
0.64 
State Bank of Indore 
0.58 
State Bank of Bikaner 
and Jaipur 0.57 
Indian Bank 
0.510 
Table 5.15. R-mode Analysis: Component scores 
Punjab National Bank 
0.79 
Oriental Bank of 
Commerce 0.77 
Jammu & Kashmir 
Bank 0.76 
State Bank of Bikaner 
And Jaipur 0.73 
State Bank of 
Saurashtra 0.64 
Andhra Bank 
0.63 
Karnataka Bank 
0.68 
Union Bank of India 
0.65 
Federal Bank 
0.63 
Hongkong Bank 
0.62 
Vijaya Bank 
0.6 
Corporation Bank 
0.59 
Syndicate Bank 
0.52 
Union Bank of India 
0.51 
Southern Cities Eastern City Capital City Global City 
Chennai Calcutta New Delhi Mumbai 
2.31 2.37 2.67 2.20 
Banglore 
1.65 
The interpretation of factors by labelling the factor using scores shows 4 labelled component 
scores: 
Southern Cities Spatial Strategic Emphasis of Firms, that form Component I show that 
there are 2 banking firms (Lakshmi Vilas Bank and Karur Vyasa Bank) that appear with very 
high loading value of more than 0.90 and both of them have their headquarters in southern city 
of Karur. The next 2 banking firms appear with high loading value of 0.801- 0.900 and 5 
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banking firms appear with moderate loading value 0.701-0.800. Out of these banking firms two 
have their headquarters in Chennai. There no banking firms appearing with low loading value. 
There are 5 banking firms appearing with lowest loading value between 0.502-0.600, with I 
bank having it's headquarter in Banglore and the rest of them having their headquarters in other 
southern cities. This is further made clear by the R-mode scores that show Chennai with a high 
score of 2.31 and Banglore with a score of 1.65. These two cities show a similar pattern of 
banking firms operating here. 
The banking firms that are found to be most important in the Component 2 are mainly Eastern 
City Spatial Strategic Emphasis of Firms, that forms Component 2 shows that there are no 
banking firms that appear with very high loading value of more than 0.900 and two banking 
firms with high loading value between 0.801-0.900 and both of them have their headquarters in 
city of Calcutta. 3 banking firms appear with moderate loading value 0.701-0.800. Again the 
out of the 5 banking firms appearing in the low loading value of 0.601-0.700,3 have their 
headquarters in Mumbai. The importance of Calcutta cannot be ignored here and this is further 
made clear by the R-mode scores that show Calcutta on its own with a high score of 2.37. 
Capital City Spatial Strategic Emphasis of Firms, that forms Component 3 shows that there 
are no banking firms that appear with very high loading value of more than 0.900 and I appears 
with high loading value between 0.801- 0.900.4 banking firms appear with moderate loading 
value 0.701-0.800. Out of these banking firms two have their headquarters in N. Delhi. Again 
there are two banking firms that appear with low loading value between 0.601-0.700.3 banking 
firms appear with lowest loading value between 0.501-0.600. New Delhi appears as the most 
important city explained by this component as depicted by the R-mode scores that show New 
Delhi on its own with a high score of 2.67. 
Global City Spatial Strategic Emphasis of Firms, that forms Component 4 shows that there 
are no banking firms that appear with very high loading value of more than 0.900 and I 
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banking firm i. e. Canara Bank with high loading value of 0.805 in the range of 0.801- 0.900. 
Again no banking firms appear with moderate loading value between 0.701-0.800.5 banking 
firms with low loading value between 0.601-0.700. Out of these 2 banking firms two have their 
headquarters in Mumbai. Again there are no banking finns appearing with the lowest loading 
value. Mumbai appears as the most important city explained by this component as made clear 
by the R-mode scores that show Mumbai with a score of 2.20. 
5.10. Conclusion 
The Government of India introduced many economic policy reforms that initiated a 
considerable shift towards the services sector, which did show a rise in share of services of 
about 7% in 10 years (Deutsche Bank, Official Business Guide to India, 2000). The producer 
service that received most attention in India has been the banking sector. Banks in India have 
been operating for over 100 years, but banking as a producer service in the country experienced 
major structural changes twice, once when they were nationalised and the again when financial 
sector reforms were introduced to accommodate economic globalisation in the country during 
1990's. 
Major impact of economic globalisation in India in the banking sector was felt mainly because 
of major structural changes during the 1990's (deregulation and privatisation of the two 
advanced producer services: insurance and banking). This attracted a large number of private 
foreign banking firms to operate in India. New banks brought with them new technology and 
tuniversal banking' started in India. Many banks expanded their operations through mergers 
and acquisitions. Also Indian banks were allowed to operate in other countries. The reforms in 
the banking sector (both retail and corporate), gave the much needed, boost to the banks in 
India to promote investments and external borrowings. This process of private and foreign 
participation in investments and external borrowings, indicate the progress towards integration 
of Indian financial sector in the world economy. 
Most banks (Indian and foreign) are now conducting international business from their offices 
located in major Indian cities and are part of the worldwide network of banking and financial 
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institutions. The two Indian cities that attracted a, large number foreign banking fin-ris, are 
Mumbai and New Delhi, initially due to RBI regulations. The data analyses show Indian cities 
that have come out in the order of importance (descending) for corporate banking in India are 
Mumbai, New Delhi, Chennai, Banglore and Calcutta. Further the analysis show Mumbai is the 
most connected Indian city for banking and it clearly comes out as the financial capital of 
India. The city that follows is New Delhi. The most number of high value service offices also 
exist in Mumbai, followed by New Delhi. 
The principle data analysis, have shown that there are also distinctive roles for the two cities. In 
short, banking in India as whole has seen a lot of positive changes and development since 
1990's and continues on the same path, i. e. towards, the promotion of foreign investment (both 
domestic and foreign), modernisation, universal and tech-banking etc. 
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CHAPTER 6 
ACCOUNTANCY IN INDIA 
6.1. Accountancy as Producer Service 
Accountancy is one of the most important professions operating in advanced capitalists 
economies. Unlike many producer service functions, an annual audit' undertaken by a 
professional accountant is a statutory requirement. The majority of the companies (depending 
on the turnover limit set by a country) must undertake an audit. This allows the accountant to 
sell related services, e. g. tax advice, estate management and consultancy. Modem financial 
auditing began in the middle of I 9th century. The accountancy profession began by providing 
local services to local clients. During the 1930's, in the UK, London began to dominate the 
marketplace for the provision of accountancy services. Provisional firms began to open offices 
in London to provide services for national and international companies. Mergers in the UK, 
during 1920 and 1930's, began create large firms that could acquire accountancy expertise 
from larger accountancy firms (Bryson et al., 2003). 
Then came the internationalisation of services, with innovation of telecommunications and 
information technology, leading to the expansion of producer services firms across the world. 
From regionally dominant firms they (large producer services firms) became international 
producer services firms, providing their specialised services to both the indigenous and foreign 
firms operating their respective country. It was the accountancy firms that were seen at the core 
of the global network activity, spreading their offices across the globe. 
The internationalisation of accountancy can be traced back to the 1930's when London firms 
began to establish contracts within other countries. This process of internationalisation of 
accountancy firms, can be divided into two-stage process: the first stage comprised an initial 
1 The core of the accountancy is audit. An audit is a summary of the economic transaction of a firm made for a 
fee. Typically, a large corporation makes millions of transactions in any year, so audits are concerned with 
designing a sample frame that captures the significant features of these transactions (Marshall, 1988). 
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period of internationalisation (1890-99), during which accountancy firms operating from the 
City of London followed the movement of British capital overseas. The second stage, covering 
a more contemporary period (1960 to present) has seen the formation of international 
partnerships as the basis for advancing multinational activities. The setting up of partnerships 
between British and American firms was a frequent event during the early part of this phase 
but, more recently, European partnerships have been formed such as Klynveld Main Goerdler 
and Binder Djiker Otte. During the second, stage merger was seen as the preferred strategy for 
developing the overseas office networks of the leading British accountancy firms. 
Then there was a move towards an international operating scale in the activities of the largest 
accountancy firms, some of which had become 'dominant' in national economies. This not 
only increased overseas participation of participant firms but also provided the infrastructure 
allowing systematic entry to previously un-served national markets. Towards the end of the 19'h 
century many European firins had established relationships with American companies and also 
began to develop agreements to co-operate on international projects with firms based in South 
Africa, New Zealand, Australia and Canada. Two strategies were adopted in developing this 
international network: co-operation with local firms or establishing new firms overseas (Bryson 
et al., 2003). 
The total number of overseas offices operated by the leading 20 British accountancy firms 
more than doubled between 1975 and 1985. All other regions experienced an absolute increase 
in the number of offices with the United States, Canada, and Europe as the key locations during 
1975-85 period. The largest relative increases (290%) took place in Asia and Australasia 
(138%). Overall, the development of overseas office network has been proportionally greater 
than the domestic office network during the same period (Daniels, 1991). The largest 
international accountancy firms operating at the time were the so-called 'Big Nine': Arthur 
Andersen; Arthur Young; Coopers and Lybrand; Deloitte, Haskins and Sells; Ernest and 
Whinney; Klynveld Main Goerdler; Peat Marwick Mitchell; Price Waterhouse; and Touche 
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Ross. The roots of six of these firms can be traced to the City of London, although in all the 
cases the North American partners are now in the majority (with a series of mergers the today's 
global accountancy firms show different partners and structure). The Big eight became Big five 
and, with the demise of Andersen due to the Enron scandal, the Big four (Byrson et al., 2003). 
It was also noticed that large accountancy firms were moving into areas of corporate finance 
market previously exclusively covered by the merchant banks, providing advice on takeovers 
and mergers or preparing companies for the Unlisted securities Market listings. Growing 
involvement in financial systems exposed the large accountancy firms to negligence claims. All 
the companies took indemnity insurance against such claims. Further, information technology' 
contributed to reduce service production costs, an improvement in the quality of service and a 
diversification of the services provided. In other words, large multi-product, multi divisional, 
and geographically dispersed organisations have special accountancy requirements. Their 
complex internal management procedures and financial structures require, for example, advice 
on the computer programming of accounts, budgetary systems, and costing procedures, and all 
such services must be provided on a national or international basis to match the location of the 
client firm. Therefore, in response to the growth of large manufacturing and service 
organisations, accountancy practices have diversified in terms of service they provide and the 
locations they serve (Marshall, 1988). 
A study conducted by Daniels (1992), on operations of the largest, indigenous and foreign- 
owned producer services firms in the United Kingdom, focused on seven types of firms which 
are unambiguously orientated towards the corporate sector: merchant / investment banks; 
general practice activities of chartered surveyors; engineering consultancies, and architectural 
design firms; accountancy firms; advertising agencies; management consultancies; business 
information companies; and corporate legal practices. Among a number of features examined 
were the organisational and spatial patterns of growth of these firtris and the ways in which 
2 Computing wag used initially for internal purposes (at a later stage, it was extended to client services such as 
bookkeeping, management of accounts, circulation of accounts from incomplete records or advice on selection 
and implementation of computer systems). 
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their evolving spatial structure has mediated the growth of employment and output through its 
influence on demand, marketing ability or general adaptability to changing market conditions. 
As a result of internationalisation of accountancy firins and diversification of activities of large 
accountancy firms, a number of trans-national accountancy firms opened up offices in India. 
These trans-national firins have helped Indian firms to be a part of international network. 
Therefore, the purpose of this chapter is to focus on the emergence various accountancy firms 
in Indian, as national or trans-national firms and growth of accountancy as a producer service 
in India. Further, to study the various linkages formed by Indian accountancy firms within the 
global network of trans-national accountancy firms. 
6.2. Accountancy in India 
The accountancy sector in India is not as developed as it is in other parts of the world, 
especially Europe, North America and Australasia. The total number of accountancy firms 
operating in India is large and but these accountancy firrns have a totally different 
organisational structure, as compared to accountancy firms operating in other parts of the 
world. There are two types of accountancy firms operating in India, partnership firms and sole- 
proprietary firms. Partnership firms are those firms, which have two or more partners registered 
under their name with the Institute of Chartered Accountants and sole proprietary firms are 
those firms registered with the Institute, which have just one person as the sole proprietor of the 
firm. 
Again, as in the case of advertising firms, the foreign firms are mainly located in the four major 
cities namely New Delhi, Mumbai, Kolkata and Chennai. New Delhi becomes an important 
city for the accountancy sector, as it is the National capital and has number of institutions that 
facilitate accountancy such as the National Income Tax Office, Sales Tax Office, ROC 
(Registrar of Companies), Registrar of Firms and The Institute of Chartered Accountants etc., 
'therefore, attracting the maximum number of accountancy firms operating from the city. 
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6.3. Clobalisation of Accountancy in India 
The number of the accountancy firms has been increasing since economic globalisation started 
in India in the 1990's. With liberalisation of economic policies especially in the fields of 
banking and finance, came a number of multi national companies, which created a demand for 
all advanced producer services, including accountancy (Maheshwari and Maheshwari, 2004). 
The importance of accountancy was realised as an important producer service and this led to a 
lot of domestic accountancy firms to come up in various cities of India. Big foreign 
accountancy firms also came into the country to provide high service value offices to their 
clients, (Indian as well as the trans-national firms that came as a result of liberalisation). Well 
known foreign accountancy firms, such as Arthur Andersen & Co., Price Waterhouse Coopers, 
KPMG, etc. opened their offices in the major Indian cities. 
63.1. Recent trends in Accountancy in India 
With the incoming of foreign firms in the country the total number of accountancy firms - 
partnership (table 6.1 a) and sole proprietary (table 6.1 b) - went up. 
Table 6.1 (a) Total Number Partnership Firms (1990-2002) 
PARTNERSHIP FIRM 
1990 1995 1999 2000 2002 
AHEIVIDABAD 267 271 322 337 405 
BANGALORE 398 450 536 548 582 
CALCUTTA 800 805 954 973 990 
CHANDIGARH 183 141 198 199 210 
CHENNAI 837 1024 1098 1110 1100 
HYDERABAD 240 319 392 395 412 
JAIPUR 190 194 359 392 423 
KANPUR 129 144 198 200 204 
LUCKNOW 154 145 176 169 172 
MUMBAI / 1621 1966 2098 2181 2410 
NAVI MUMBAI 10 18 33 36 46 
NEW DELHI 1742 1819 1997 1976 2007 
DELHI 598 586 814 811 810 
PUNE 199 274 294 302 388 
7368 8156 9469 9629 10159 
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Table 6.1 (b) Total Number of Proprietorship Firms (1990-2002) 
PROPRIETORSHIP FIRM 
1990 1995 1999 2000 2002 
AHEIVIDABAD 799 912 1086 1094 1149 
BANGALORE 553 716 826 864 906 
CALCUTTA 1810 2226 2400 2441 2438 
CHANDIGARH 189 251 230 237 210 
CHENNAI 627 759 846 880 922 
HYDERABAD 388 453 532 556 580 
JAIPUR 274 417 404 409 395 
KANPUR 232 276 262 258 251 
LUCKNOW 132 172 168 181 190 
MUMBAl / 6097 6259 6952 7062 7263 
NAVI MUMBAl 16 34 76 86 114 
NEW DELHI 2219 2674 2726 2791 2733 
DELHI 954 1339 1449 1516 1606 
PUNE 11 643 742 786 843 
14301 17131 18699 19161 19600 
Source: Topographical List of firms (According to regions) in Year Books 1990,1995,1999 
and 2000 provided by the Institute of Chartered Accountants, N. Delhi. 
The above tables 6.1 (a) and 6.1 (b) show a city-wise distribution of total number 
Accountancy Firms in India over a 12-year period from 1990-2002. It shows a large 
concentration of accountancy firms in the four cities: Mumbai, New Delhi, Chennai and 
Calcutta. The reason for this concentration in Mumbai is once again the location of offices of 
the clients of these accountancy firms (large national and multinational firms) being 
concentrated here providing proximity to their clients. New Delhi along with being the 
National Capital has a large concentration of accountancy firms because of Tax office and 
Sales Office located here. Other trans-national firms, which form a part of their clientele, have 
their offices here. The other cities that have large number accountancy firms are Chennai and 
Calcutta, which initially attracted offices of various national and international manufacturing 
firms, as being important international seaports. The existing offices further, attracted 
accountancy firms as a part of the location strategy. 
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Another regional distribution is provided below in table 6.2 (a) and 6.2 (b), where the regional 
importance has been attached to high service value offices of the accountancy firms. Table 
6.2(a) shows the number of head offices in a particular region, western region dominates, 
followed by northern and then southern region and so on. 
Table 6.2(a) Regional Classification of Head Offices (1990-2002) 
HEAD OFFICE 
1990 1995 2000 2002 
REGION -1 WESTERN 11757 12945 15282 16356 
REGION 
REGION -2 SOUTHERN 4765 5629 6599 6770 
REGION 
REGION -3 EASTERN 3205 3729 4399 4494 
REGION 
REGION -4 CENTRAL 3608 4567 6153 6518 
REGION 
REGION -5 NORTHERN 6809 8077 9060 9130 
REGION 
30144 34947 41493 43268 
Table 6.2(b) Regional Classification of Branch Offices (1990-2002) 
BRANCH OFFICE 
1990 1995 2000 2002 
REGION -1 WESTERN 357 543 885 1163 
REGION 
REGION -2 SOUTHERN 865 1105 1279 1346 
REGION 
REGION -3 EASTERN 297 252 314 381 
REGION 
REGION -4 CENTRAL 414 697 946 1110 
REGION 
REGION -5 NORTHERN 881 825 1388 1553 
REGION 
2814 3422 4812 5553 
Source: Topographical List of firms (According to regions) in Year Books 1990,1995,2000 
and 2002 provided by the Institute of Chartered Accountants, N. Delhi. 
The above tables show the total number of head and branch offices for all accountancy firms 
operating in the country region-wise. Again the region that has the largest number of branch 
offices, are located in the western region, followed by the northern region and southern region. 
The other two regions to follow are central and eastern. Eastern region has one city that comes 
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out very important for accountancy in India, is Calcutta. Calcutta alone in this region accounts 
for a largest number of accountancy firms, next only to Mumbai. 
6.4. Data Production 
For the purpose of measuring connectivity and factor analysis, a data matrix had to be produced 
showing the accountancy firms operating in the 12 selected Indian cities. For this, only those 
accountancy firms that have been registered with The Institute of Chartered Accountants have 
been selected for the study, as the total number of accountancy firms operating in India. The 
following table shows the actual number of accountancy firms operating in the 12 cities (again 
in two sets). The following table 6.3 shows a temporal change in the total number of 
accountancy firms operating in India, from the year 1989-90 to 1999-2000. 
Table 6.3. Total Number of Accountancy Firms 
PARTNERSHIP PROPRIETORSHIP 
FIRM FIRM 
89-00 94-95 99-00 89-90 94-95 99-00 
AHEIVIDABAD 267 271 337 799 912 1094 
BANGALORE 398 450 548 553 716 864 
CALCUTTA 800 805 973 1810 2226 2441 
CHANDIGARH 183 141 199 189 251 237 
CHENNAI 837 1024 1110 627 759 880 
HYDERABAD 240 319 395 388 453 556 
JAIPUR 190 194 392 274 417 409 
KANPUR 129 144 200 232 276 258 
LUCKNOW 154 145 169 132 172 181 
MUMBAI / 1621 1966 2181 6097 6259 7062 
NAVI MUMBAI 10 18 36 16 34 86 
NEW DELHI 1742 1819 1976 2219 2674 2791 
DELHI 598 586 811 954 1339 1516 
PUNE 199 274 302 11 643 786 
7368 8156 9629 14301 17131 19161 
Source: Topographical List of firms: According to regions, As on I" April 1989-90, Year Book 
1994-95 and Year Book 1999-2000, provided by The Institute of Chartered Accountants of 
India. 
Again as in the case of the four producer services, for producing the correlation matrix, all the 
accountancy firms, which have offices or representation in 4 or more cities, were selected. 
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Only 21 firms (both Indian and foreign firms included) had offices in more than 4 cities in 
India. Some of these firms had offices operating in different cities with no partners actually 
operating from that office in a particular city, which means that the office is important to the 
firm and various activities are being conducted from the office without the presence of any 
partner. Such offices have also been taken and graded for the purpose of creating a correlation 
matrix. The following table 6.4 shows the total number of offices of all those accountancy 
firms which have offices in more than 4 cities, represented in the 12 selected cities. 
Table 6.4 Accountancy Offices Across Cities 
ACCOUNTANCY (PARTNERSHIP) 
CHATURVEDI & CO. 
CHATURVEDI & PARTNERS 
DELOITTE HASKINS & SELLS 
LOVELOCK & LEWES 
LOVELOCK & LEWES & ASSO 
RAY & RAY CO. 
A. SACHDEV & CO. 
A. F. FERGUSON & CO. 
A. F. FERGUSON & ASSO. 
ADUKIA & ASSO. 
ARTHUR ANDERSON &CO. 
ARTHUR ANDERSON & ASSO 
BHARAT S. RAUT & CO. 
FORD RHODES PARKS & CO. 
JAIN CHOUDHARY & CO. 
PRICE WATERHOUSE 
PRICE WATERHOUSE & CO 
S. B. BILLIMORIA & CO. 
S. R. BATLIBOI & CO. 
TODARWAL & ASSO. 
V. SANKAR AIYAR & CO. 
CHOKSEY BHARGAVA & CO. 
SAHNI NATARAJAN & BEHL 
THAKUR VAIDYANATH AIYAR & CO. 
VINOD KUMAR & ASSO. 
AHD BLR CAL CHA CHE HYD JAI KAN LKW MUM DEL PUN 
001010011110 
001011010110 
111010000100 
011011000110 
011011000110 
011000000110 
000000011110 
011011000111 
011010000100 
000011000111 
010010000110 
000001000110 
011010000110 
011010000110 
100000100110 
011010000111 
011010000111 
011011000111 
011011000111 
111000000100 
001010000110 
011010000111 
010000000111 
001111000110 
000110000110 
The next step was to grade the offices of these accountancy firms operating in a particular city (as in 
the case of advertising firms). Again the grading the offices was difficult, as these offices did not 
provide their status as an office in the firm. Therefore, the status of an office was judged by the 
number of partners of a firm, present in a particular office, to show the significance of the office to 
that firm. The number of partners varied from none in an office to over 20 in an office. The following 
scale was used to grade the offices: 
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1.0 for no presence ofthe firm 
2.1 for the office which was present in a city with zero to one partner 
3.2 for the office which had I to 4 partners 
4.3 for the office which had 5 to 8 partners 
5.4 for the office which had 9 to 12 partners 
6.5 for the office, which had 13 and more partners. 
The resulting Accountancy Activity Value Data Matrix for all the accountancy firms that are 
operating in 4 or more major 12 cities selected, (and graded on the basis of partners or no 
partners) are given in the Appendix (as table A. 2), on the basis of which further data analysis 
have been done, given in the next section. 
6.5 Data Analysis 
6.5.1 City-wise Sum of the Service Status of Accountancy Offices 
The table A. 2 shows the total number of offices an accountancy firm has in a particular city. 
The interpretation of the table shows that the city with the highest sum of high service value 
offices for accountancy firms is Mumbai, the next being Calcutta and then New Delhi with 36. 
The city with the least number of high service value offices is Jaipur, with only I high service 
value accountancy office (as shown in table 6.5) below: 
Table 6.5. City-wise Total Service Activity of Accountancy Firms 
CITIES sum 
MUMBAI 64 
CALCUTTA 44 
NEW DELHI 36 
CHENNAI 30 
BANGLORE 23 
HYDERABAD 8 
PUNE -8 
AHEMDABAD 5 
LUCKNOW 4 
KANPUR 3 
CHANDIGARH 2 
JAIPUR 1 
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6.5.2. City-wise Connectivity Analysis of Accountancy Offices 
Table 6.6. City-wise Connectivity of Accountancy Firms 
CITIES CONNECTIVITY 
MUMBAI 360 
CALCUTTA 355 
CHENNAI 284 
N. DELHI 254 
BANGLORE 226 
PUNE 81 
HYDERABAD 68 
AHEMDABAD 57 
KANPUR 19 
LUCKNOW 16 
CHANDIGARH 13 
JAIPUR 7 
The above table 6.6 shows, the connectivity scores where Mumbai as the city tops the list with 
a total connectivity level of 360, closely followed by Calcutta with a total of 355. This tells that 
again Mumbai is the city with maximum number of links for advertising firms, followed by 
Calcutta. Therefore, if a client randomly contacted a firm to do business, then Mumbai is the 
city that has the maximum number of links with offices in other cities, giving the client an 
opportunity to use the same firm in other cities. The city that comes next in the order is 
Chennai that has connectivity level of 284 and then comes New Delhi with a score of 254 and 
then Banglore, which has as a score of 226. The other cities show high level of connectivity 
thus forming the next category of moderately connected cities among the advertising firms. The 
cities with lower connectivity are Pune, Hyderabad and Ahemdabad with 57. Kanpur and 
Lucknow with a connectivity level of 19 and 16 respectively and still lower being Chandigarh 
with 13 and lowest being Jaipur at 7 form the next group of low connectivity level for the 
accountancy firms in India. 
As for the banking in the previous chapter, the sums and the connectivity scores are computed 
as proportions of their largest value to facilitate comparison (i. e. the proportionate sum and the 
proportionate connectivity scores) and compared the result is Mumbai is the city with the 
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largest connectivity value of 360 (which shows the maximum possible linkage), on the basis of 
which the proportionate values have been computed and shown in table 6.7, creating a 
proportional relation matrix. 
Table 6.7. Comparing Sums and Connectivity Scores 
CITIES PROPORTIONATE PROPORTIONATE TO 
SUMS OF FIRMS MAXIMUM CONNECTIVITY 
AHEMDABAD 0.07 0.15 
BANGLORE 0.35 0.62 
CALCUTTA 0.68 0.98 
CHANDIGARH 0.03 0.03 
CHENNAI 0.46 0.78 
HYDERABAD 0.12 0.18 
JAIPUR 0.01 0.01 
KANPUR 0.04 0.05 
LUCKNOW 0.06 0.04 
MUMBAI 1.00 1.00 
NEW DELHI 0.56 0.70 
PUNE 0.12 0.22 
The result shows Calcutta comes out as the city with a highest proportionate value of 0.98 and 
the highest proportionate sum of 0.68. The city that comes out next showing the proportionate 
connectivity is Chermai with high value of 0.78, whereas New Delhi has the second high 
proportionate sum. The cities that are moderately proportionate to Mumbai are Banglore and 
Pune at third and the forth position respectively in both the columns. The cities that have low 
proportion connectivity to Mumbai are Ahemdabad, Kanpur, Lucknow and Chandigarh. Jaipur 
shows the lowest proportionate connectivity value of 0.01 to Mumbai and the proportionate 
sum of 0.01. Finally, what comes out of this is, that Mumbai has the highest service value with 
the highest level of connectivity, followed by Calcutta and Chermai. The city with the lowest 
service value of accountancy firms is Jaipur and which has the lowest connectivity level among 
all the cities. 
6.6 Q- Mode Principle Component Analysis 
For further break down of the data presented above, Q-Mode Analysis was done for the 
accountancy firms using extraction method principal of component analysis. This statistical 
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method is important as it is used to search out regional patterns of similar firms or in other 
words service profiles located in various cities. For my study Varimax method was used to 
identify important regional patterns for advertising firms. Also the scores of the Rotated 
Component Matrix were taken to identify the regional patterns. The results show that 84.58% 
of data has been explained by 6 components. The Component I explains 17.06%, the 
Component 2 explains 16.80% of the data, the Component 3 explains 16.25%, Component 4 
shows 14.39% of the data, Component 5 explains 10.13% and Component 6 explains 9.92% of 
the data. The result of this analysis is given below in Table 6.8: 
Table 6.8. Q-mode Analysis: Component Loadings 
LOADINGS Major Cities Northern Cities Capital Cities Cyber Cities Southern City Western City 
. 801-. 950 
CHENNAI KANPUR NEW DELHI PUNE HYDERABAD JAIPUR 
0.84 0.92 0.88 0.81 0.96 0.94 
LUCKNOW 
0.83 
. 501-. 650 
AHEMDABAD BANGLORE 
0.54 
BANGLORE 
0.58 
. 651-. 
800 CALCUTTA CHANDIGARH 
0.59 
Table 6.9 Q-mode Analysis: Component Scores 
Major Cities Northern Cities 
De Loitte& A. Sachdeva & 
Sells 3.11 Co 3.42 
Pricewater Chaturvedi & Co 
House& Co 2.3 
2.55 
Chaturvedi & Part. 
1.6 
Capital Cities Cyber Cities Southern Western Cities 
Cities 
Thakur V. Arya Pricewater Chaturvedi & Jain Choudhry & 
& Co. 2.67 House 1.94 Part 1.83. Co 4.52 
Vinod Kumar & Pricewater & S. R. Bathbol 
Asso. 2.36 Co 1.72 & CO 1.69 
Choksey 
Bhargav & 
Co. 1.54 
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The interpretation of labelled loadings forming 6 components: 
Major Cities that form Component 1, show Chermai as the most important city with highest 
loading value of 0.84. The other city that comes out as important city for Component I is 
Calcutta with moderate loading value of 0.77 and lastly Banglore and Ahemdabad with low 
loading values of 0.58 and 0.54 respectively. Further the Q-mode score show that there are two 
important accountancy firms have their headquarters in Calcutta have similar pattern of office 
values. These accountancy firms are Deloitte Haskins and Sells and Price Waterhouse and 
Company. 
Northern Cities that form Component 2 show two important cities here with high loading 
values of 0.92 and 0.83 for the cities of Kanpur and Lucknow respectively. There are no other 
cities that come out important cities for Component 2 either with moderate loading value of or 
with low loading values. This pattern shows an important geographic placement of high value 
offices of accountancy firms in these two (Kanpur and Lucknow) neighbouring cities of the 
country. Further the Q-mode score show that 3 accountancy firms come out as having similar 
sort of service value offices here. 
Capital cities that form Component 3 show, New Delhi with high loadings value of 0.883. The 
other city that comes out as important cities for Component 3 is Chandigarh with moderate 
loading value of 0.758. There is no city that appears here with a low loading value between 
0.500 and 0.650. This pattern shows an important geographic placement of high value offices 
of advertising firms in the northern part of the country. Further the Q-mode score show that 
there are 3 accountancy firms important here that show similar pattern of service value offices 
and all three accountancy firms have their headquarters in New Delhi. 
Cyber Cities that form Component 4 show, Pune as an important city with a high loading 
value of 0.818. There is no city that appears here with a moderate loading value between 0.500 
and 0.650. The other city that comes out an important city for Component 4 is Banglore low 
with low loading value of 0.59. Further the Q-mode score show that there are 2 accountancy 
firms important here that show similar pattern of service value offices. 
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Southern Cities that form Component 5, show Hyderabad as an important city with high 
loadings value of 0.96. No other city comes out important for Component 5 for either moderate 
loading value or low loading value between 0.500 and 0.650. Further the Q-mode score show 
that there are 2 accountancy firms important here that show similar pattern of service value 
offices. 
Western city that forms Component 6, show Jaipur as an important city here with high loading 
value of 0.94. Again Jaipur stands on its own here with no other city featuring for Component 6 
with either moderate loading value or low loading value between 0.500 and 0.650. This pattern 
shows an important geographic placement of high value offices of advertising firms in the 
northern part of the country. Further the Q-mode score show that there is only I accountancy 
firm that comes out important here to show high service value offices in this city. 
6.7. R-Mode Principal Component Analysis 
Another method of data analysis called the R-mode analysis of data reduction, which helps to 
clusters firms, is used to search out the important firms, which have similar patterns of offices 
or service values across cities or to get the spatial strategic emphasis of firms. Again the 
Varimax Method is used here, where the rotated figures have been taken for further analysis. 
The results show that 82.80 % of the data has been explained and 3 components have been 
selected for this explanation. Component I explains 41.58 % of the data, Component 2 explains 
24.93 % of the data and the last component taken here, Component 3 explains 16.30 % of the 
data. The final results of the R-mode analysis conducted for the accountancy firms in Indian 
cities are shown in the following table 6.10. 
Table 6.10. R-mode Analysis: Component Loadings 
Global City Spatial 
Strategic Emphasis 
Eastern City Spatial 
Strategic Emphasis 
Capital City Spatial 
Strategic Emphasis 
. 900< A. F. Ferguson 
& 
Associates 0.97 
Bharat S. Raut & Co. 
0.96 
A. F. Ferguson & Co. 
0.95 
S. R. Batliboi & Co. 
0.96 
Lovelock & Lewes 
0.93 
Ray & Ray Co. 
0.92 
Choksey Bhargava & 
Co. 0.95 
Vinod Kumar & 
Assosiates 0.91 
Thakur Vaidyanath Aiyar 
And Co. 0.9 
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S. B. Billimoria & Co. 
0.95 
Ford Rhodes Parks 
And Co. 0.94 
V. Sankar Aiyar & Co. 
0.93 
Arthur Anderson & Co. 
0.92 
Arthur Anderson & 
Associates 0.92 
Jain Choudhary & Co. 
0.92 
. 801-. 
900 Todarwal & Asso. 
0.88 
Adukia & Associates 
0.86 
. 701-. 
801 
. 601-700 
Deloitte Haskins 
And Sells 0.63 
Chaturvedi & Partners Sahni Natarajan 
0.88 And Behl 0.83 
Chaturvedi & Co. 
0.84 
Price Waterhouse 
0.79 
Price Waterhouse 
And Co. 0.75 
. 501-. 
600 Deloitte Haskins 
And Sells 0.51 
Table 6.11. R-mode Analysis: Component Scores 
Global City Eastern City Capital City 
Mumbai Calcutta N. Delhi 
3.10 2.94 3.03 
Price Waterhouse 
0.5 
Since the same technique is applied to three producer services, hence the R-mode results have 
been interpreted on the basis of the component scores: in this case the results are very clear cut 
with one very high score per component. These components provide spatial strategic emphasis 
of the firms. Again common knowledge has been used to provide labels to the components. 
Hence, the interpretation for accountancy shows 3 main components, first component as Global 
City Spatial Strategic Emphasis of firms, second Eastern City and the third component as 
Capital City. Each of these components is explained below. 
Global City Spatial Strategic Emphasis of Firms that forms Component I shows that, that 
there are 9 accountancy firms that appear with very high loading value of more than 0.900 and 
all of the accountancy firms have their headquarters in Mumbai. The next 2 firms appear with a 
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high loading value between 0.801- 0.900 and none of the firms appear with moderate loading 
value 0.701-0.800. These firms also have their headquarters in Mumbai. There is only I 
accountancy firm appearing with low loading value of 0.601-0.700, which has its headquarters 
in Mumbai. Again no accountancy firm appears with the lowest value loadings. Therefore, 
Mumbai appears as the most important city explained by this component. This is further made 
clear by the R-mode scores that show Mumbai on its own with a very high score of 3.10. 
Eastern City Spatial Strategic Emphasis of Firms that forms Component 2 shows that there 
are 3 accountancy firms that appear with very high loading value of more than 0.900 and all of 
the three accountancy firms have their headquarters in Calcutta. The next 2 firms appearing 
with high loading value between 0.801- 0.900 and 2 with moderate loading value 0.701-0.800. 
These advertising firms also have their headquarters in Calcutta. There are no accountancy 
firms appearing in the low loading value between 0.601-0.700. And only I accountancy firm 
appears with the lowest loading value of 0.51, which has its headquarters in Calcutta. Calcutta 
appears as the most important city explained by this component 2, which has similar sort of 
accountancy firms operating there. This is further made clear by the R-mode scores that show 
Calcutta on its own with a score of 2.94. 
Capital City Spatial Strategic Emphasis of Firms that forms Component 3 shows that there 
are 3 advertising firms that appear with very high loading value of more than 0.900 and all of 
the three advertising firms have their headquarters in New Delhi. Only I accountancy firm 
appears with high loading value of 0.801- 0.900 and none with the moderate loading value 
0.701-0.800. All these accountancy fin-ris have their headquarters in New Delhi. Again no 
accountancy firm appears in the low loading value. Therefore, New Delhi appears as the most 
important city explained by this component. This is further made clear by the R-mode scores 
that show New Delhi on its own with a R-mode score of 3.03. 
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6.8 Conclusion 
Economic globalisation during the 1990's brought about a lot of changes in the financial sector 
in India affecting mainly the banks and other financial institutions. Based on this economic 
globalisation, there was a major reduction in tariff and non-tariff barriers, providing a 
favourable environment for Indian and foreign companies to operate in India. Among others, 
changes also occurred in the structure of the accountancy sector, where foreign participation 
was permitted and today one can be see an influx of foreign accountancy firms in major Indian 
cities. 
Accountancy firms now provide a vast range of services to their clients. The audit service 
requirements alone have generated a large amount of business for the accountancy firms. 
Further the Indian accountancy firms have been operating in the country for over a few decades 
as sole proprietorship firms and partnership firms. These firms have been conducting retail and 
corporate level business from their offices located in major Indian cities. Along with these big 
accountancy firms, foreign accountancy firms also opened their offices in major Indian cities. 
The total number of accountancy firms has gone up since then, with a number of large trans- 
national accountancy firms such as Arthur Andersen (which was existing in India at the of data 
collection), Price WaterhouseCoopers, KPMG and Ernest and Whinney (earlier as Ernest And 
Young) etc. are seen conducting international business from their offices. 
The city with maximum number of accountancy firms in India is Mumbai closely followed by 
New Delhi. Other cities with large number of accountancy firms are Calcutta and Chermai. The 
cities, which show a high sum of high value service offices, are Mumbai followed by Calcutta 
then New Delhi, Chennai and Banglore. Further, data analysis shows that Mumbai is the city 
with the highest connectivity level followed by Calcutta and Chermai respectively. These cities 
are the ones that form high levels of connections among all the cities in India. In short, 
accountancy in India is well developed as a producer service as compared to the other services 
with large number of accountancy firms operating in the country, mainly in the major cities of 
New Delhi, Mumbai, Calcutta and Chermai. Also there is fair amount of foreign participation. 
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CHAPTER 7 
ADVERTISING IN INDIA 
7.1 Introduction 
Advertising epitomises a producer service dealing in tangibles. Advertising agents sell ideas and 
their success is measured in the increased sales of their clients' products or increased votes for a 
political party. For years American advertising agencies dominated the market and during the 
1980's half the major agencies in the UK were American-owned. The early development of 
commercial television in the USA helped the development of advertising firms, and the later 
diffusion of TV in the rest of the world allowed American expertise to be exported. However in 
the recent years British Company Saatchi and Saatchi, has done very well (Price and Blair, 
1989). 
Dicken (1986), made a comparison between advertising agencies' growth patterns and those of 
trans-national banks, except that in advertising the American firms were even more dominant. 
Of the world's 50 leading agencies 36 were based in the US and a further 10 were Japanese. The 
American agencies were strongly trans-national in their operations and obtain an increasing 
proportion of their income from overseas offices. 
Further, advertising agencies need access to media as well as clients, which is a reason for their 
location in major cities. Daniels (1985), showed that advertising is highly spatially concentrated, 
in the US 96 of the top 200 firms were located in New York and they accounted for 90% of the 
revenue. Therefore, keeping this in mind the study on Indian advertising sector was undertaken, 
where the aim to check the history and growth of advertising in India along with the location of 
the big advertising firms in major Indian Cities. Since advertising sector has had a lot of foreign 
participation, the growth of various firms and their, worldwide linkages have also been studied 
by me. 
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7.2. Historical Background of Indian Advertising Sector 
The history of advertising in India is almost as old as the history of modem print media in the 
country. According to Banerjee (1981), the first newspaper in India was the Bengal Gazette, or 
Calcutta General Advertiser, published by a British, James Augustus Hickey, on January 29, 
1780. The title of the newspaper did not refer to advertising in the modem sense; the verb 'to 
advertise' was used in its archaic sense of 'to uniform'. However, the paper did carry a few 
advertisements in its first issue. Other newspapers published during the same decade also carried 
advertisements. 
During the I 9th century most of the commercial advertisers in India were British business 
houses. The industrial revolution in Great Britain had resulted in the creation of mass-produced 
goods, many of which were imported by these trading companies for the Indian market. 
However, advertising agencies did not exist in India at the time. Advertising agencies began 
emerging in the country in the early part of the 20th century. The first recognised advertising 
agency in the country was B. Dattaram and Company, which was founded in 1905 (Shiva Ramu, 
1991). The Ind-Advertising Agency was established in Bombay in 1907, followed by the 
Calcutta Advertising Agency in 1909. Some leading newspapers also set up studios to provide 
assistance to advertisers in copywriting and illustration (Banerjee, 198 1). 
Within the next two decades, a few multinational agencies had begun to establish a presence on 
the Indian advertising scene. A British agency, S. H. Benson, commenced operations in India in 
1928. Subsequently this, agency was acquired by Ogilvy and Mather, to form Ogilvy, Benson 
and Mather. The Indian afflliate of Ogilvy and Mather continued to be known as Ogilvy, Benson 
and Mather (India) Private Limited (or OBM), right until the mid 1980's, when its name 
changed to Ogilvy and Mather (O&M). The J. Walter Thompson Company (JWT) commenced 
operations in India in 1929, (JWT's Indian associate, known as Hindustan Thompson Associates 
(HTA), is presently the largest advertising agency in the country) (Sengupta and Pashupati, 
1996). 
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Lintas India Limited was founded in 1939. Lintas (Lever International Advertising Services) was 
initially the house agency for Lever Brothers (operating in India as Hindustan Lever), but was 
later spun off by Lever into an independent agency. Another large multinational agency, 
McCann-Erickson, formed an alliance with Calcutta based Clarion Advertising in 1956. A few 
smaller multinational agencies also operated in India, such as the now-defunct Grant, Kenyon 
and Eckhardt (India) Private Limited. 
In the late 1960's and early 1970's the fortunes of multinational enterprises in various sectors 
were adversely affected by the political climate of the country. With the objective of promoting 
domestic business enterprises, the Government of India began to impose restrictions on foreign 
ownership of equity in companies that were not involved in 'core sector' activities. The most 
visible manifestation of this was in the strict enforcement of the FERA, by which companies not 
operating in the 'core sector' were required to dilute their overseas equity holding to one-third 
(or less) of the total capital. Several multinational enterprises closed their doors after being 
required to dilute their shareholding (ibid). 
In the 1960's JWT divested its equity stake in HTA, which became a wholly employee-owned 
company. Lintas India Limited was also 'Indian- ised' in 1969 (Shiva Ramu, 1991). In overall 
terrns, however, the industry experienced record growth during this decade, despite all the 
setbacks. The number of advertising agencies registered with the Indian Newspaper Society 
during this period grew by 58.5%, from 106 agencies to 168 agencies in 1979. Although the 
1970's were not very good times for trans-national advertising agencies in India, this decade did 
give birth to several new 'home-grown' agencies. Some of these have become significant 
players in the industry today. Between the time, when the first advertising agency started 
operating and today, there have been dramatic changes in the Indian advertising scenario. Most 
of the changes, however, have occurred in the last 15 years or so, with the government's open - 
door policy, liberalisation and globalisation. 
187 
7.3. Globalisation of the Advertising in India 
In the mid 1980's the government of India began to change its industrial policies with the 
objective of inviting greater overseas investment in the economy. Two policy changes that have 
had a direct impact on the advertising industry are (a) easing restrictions on foreign investments 
in various industries, including consumer products, and (b) permitting multinational companies 
to operate under their own names (Shiva Ramu, 1991). 
One of the earliest alliances in this genre was a partnership in the early 1980's between 
Mumbai- based Rediffusion Advertising and New York- based Ted Bates Advertising (which 
was later acquired by Saatchi and Saatchi). Neither party had a financial stake in the partnership. 
The stated purpose of the alliance was primarily to provide uniform servicing standards for some 
of Rediffusion's existing multinational clients, most notably Union Carbide, which was then 
marketing Eveready Batteries worldwide. Even in the absence of a financial stake (in the form 
of stockholding), it soon became apparent to both Indian and multinational agencies that such 
partnership could be mutually beneficial. Sengupta and Pashupati (1996), stated the benefits for 
the multinational agencies which were: 
(a) Access to expertise in the Indian market, 
(b) Absence of the start -up costs that would be involved if they opened their own office, and 
(c) Ability to acquire and retain multinational accounts on the basis of the claim that they can 
provide global coverage (and, presumably, uniform standards of creative and client services). 
The benefits for the Indian agencies were: 
(a) The possibility of growth due to business from new multinationals entering the Indian market, 
(b) The acquisition of business from multinationals already operating in India, on the, basis of 
affiliating with the agencies serving their parent companies, 
(c) The prestige associated with multinational affiliations, 
(d) The access to overseas market information, and 
(e) The access to the research and training methodology of multinational agencies. 
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73.1. Participation of Foreign Advertising Firms in India 
The liberalisation of the Indian economy in the mid 1980's and early 1990's has had several 
important repercussions for advertising agency affiliations. First, the number of alliances with 
multinational agencies increased. Second, multinational agencies sought to strengthen their 
financial control over their Indian associates through the acquisition of stock. Even trans- 
national agencies that had earlier divested themselves of equity holdings in their Indian affiliates 
were seeking their way back (ibid). 
In 1991, when A&M published its I' Agency Report, the entire Indian ad industry was under 
Indian ownership. Since then, the industry has grown manifold, and according to the I 0'h A&M 
Agency Report, overseas-based communication groups account for 43.6% of the Indian 
advertising companies. Almost as if the advertising industry anticipated the liberalisation of the 
economy, a number of 'home-gown' agencies began forming new partnerships with trans- 
national agencies. Having followed the western trend of mergers, as Indian firms started 
merging with foreign firms, such as HTA, O&M, FCB-Ulka, Rediffusion-DY&R, McCANN- 
Erickson, Contract, MAA Bozell, Enterprise Nexus among others. 
HTA is seen as foreign-owned advertising agency and Lintas was not. Again O&M was having 
foreign participation and Mudra is holding out as an Indian firm. Once Ulka is now FCB Ulka. 
Rediffusion is now Rediffusion -DY&R (where Dentsu Young & Rubicam has a 40% stake in 
it. MAA Communications is now MAA Bozell but still remains Indian owned. Chicago -based 
Leo Burnett, which has long resisted becoming a publicly -owned company, has bought over 
Chaitra in stages. In August 1992, it bought a 10% stake, and renamed the agency Chaitra Leo 
Burnett. Now, it has 74%, though the old name remains a prefix. Sista's, became Sista's Saatchi 
& Saatchi and now has become Saatchi & Saatchi. Anthem became TBWA Anthem and 
Ambience has just joint hands with D'Arcy, Madison's ex-partner. Nexus became Nexus Equity 
and then teamed up with Enterprise, selling a simultaneous minority stake to Lowe, which was 
globally independent back then. Zen is now Publicis Zen (A&M, 2000). 
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7.3.2. Participation of Private Advertising Firms In India 
The shares in almost all the advertising agencies in India, are privately held mostly by, the 
promoters of these enterprises. Most advertising agencies are set up under Indian Corporate Law 
as 'Private Limited Companies', which means that they are not required to trade their shares 
publicly. Even the major multinational subsidiaries in India-HTA, O&M and Lintas-- are 
primarily employee-owned companies. This pattern of shareholding suggests that (a) the capital 
cost of entry into the advertising agency business is seldom large enough to necessitate a public 
offering of equity, and (b) most agency promoters are unwilling to go public and render 
themselves vulnerable to external financial controls and the possibility of hostile takeovers. 
7.4. Recent trends in Advertising in India 
The advertising business is getting concentrated in fewer and fewer hands. In 1998-99 India's 
Top Five agencies accounted for 51 % of the industries aggregate income, up from just 40% in 
1994-95. This is expected to continue, as big accounts keep getting bigger. India's Big Spenders 
need advertising more than ever before because of the competition. These spenders tend to be 
multinationals marketers, and MNC's prefer network agencies, for example, Hindustan Lever, 
which spends Rs. 669 crores in 1998-99 relies on the big players such as HTA, Lintas and 
O&M, which have a wide network of offices in the country. 
7.4.1. Spending power 
Nine of the 10 most advertised products are consumer non- durables. In 1992, bath soaps and 
laundry detergents together accounted for 36.7% of advertising expenditure across the top 10 
categories. If all forms of laundry detergent - liquid, powder and bars - are consolidated into a 
single category, this product came second only to bath soaps, and accounted for 18.9% of 
advertising spending in the top 10 categories. At the time of the 10 most advertised product 
categories in India, the one with which Western readers are probably least familiar is 'suiting 
and textiles'. Although ready-to-wear garments were steadily making inroads in India, the 
majority of middle-and upper- class Indian men and women still have their cloths custom 
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tailored. Tberefore, marketers of textiles advertise directly to consumers, with a view to building 
a preference for their brand of suiting, shirt-cloth and dress material. 
According to the Advertisers Club Of Bombay Diary 1994, in 1992, the top 10 advertisers in 
descending order were Hindustan Lever, Tatas, Godrej, P&G, Parle, Colgate, Palmolive, Nestle, 
ITC, Bajaj Auto, and Philips. Soaps and detergents account for a substantial portion of total 
advertising in India therefore, top 4 advertisers in the country are involved in the marketing of 
these products. 
Table 7.1: Most Advertised products in India 
CATEGORY EXPENDITURE 
(IN MILLION RUPEES) 
BATH SOAPS 505 
SOFT DRINKS 333 
LAUNDRY DETERGENTS 295 
(LIQUIDS AND POWDERS) 
TOOTHPASTES & POWDERS 257 
SUITINGS (TEXTILES) 232 
TIRES 220 
CHOCOLATES 211 
CIGARETTES 200 
TEA 199 
LAUNDRY DETERGENTS 159 
(BARS) 
Source: Advertisers Club Of Bombay Diary, 1992, in Sengupta and Pashupati, 1996. 
The top 200 companies that were surveyed by A&M magazine during the years 1997-98 and 
1998-99, registered a hike of about 5% in sales, from about Rs. 165,655 crore in 1997-98, to Rs. 
174,537 crore in 1998-99. In the same period, the total ad spend by these companies, shot up by 
17% over 1997-98, to a hefty Rs. 3,941.7 crore. As expected, Hindustan Lever (IILL) remained 
the top advisers. ITC (Indian Tobacco Company) was at no. 2 position and Colgate-Palmolive 
India held the no. 3 position. At the time, in the year 1998-99 it was noticed that the Top 10 ad 
spend hikers were HLL, Dabur, ITC, Tata Tea, Nestle India, Wipro, L&T, Maruti Udyog, TVS - 
Suzuki, Colgate-Palmolive India. The following table 7.2 shows the top brands, according to 
the A&M magazine, that advertise in India and the various advertising agencies that these 
companies prefer to use, for their advertising campaigns, showing the figures for the year 1999. 
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Table 7.2: Top brands and the Advertising Agencies they use 
BRAND AD AGENCY 
COLGATE REDIFFUSION DY&R 
AMUL FCB ULKA 
DETTOL McCANWERICKSON 
BRITANNIA TRIKAYA GREY, LINTAS 
LIFEBOUY LINTAS 
ARIEL CLB, SAATCHI & SAATCHI 
HORLICKS HTA, TRIKAYA GREY 
LUX HTA 
BATA HTA 
VICKS AMBIENCE, CLB 
CLOSE-UP HTA 
TITAN O&M 
SURF LINTAS 
Source: A&M, Dec 1999. 
7.5. Number of Advertising Firms Operating In India 
There are a large number of advertising firms operating in the country. These firms have grown 
over the years and especially with the policy changes brought in the industry due to the 
economic globalisation in the country, some firms adopted foreign partners, which invested in 
the existing firm to enhance the position of the firm in the advertising sector. This led to the 
status of some top firms has rising manifolds. It was noticed that few new firms opened up as 
big establishments and attained a good position in the advertising industry from the beginning of 
their operations. This brought a lot of competition among the Indian firms and those with 
foreign partners. Each firm was trying hard to keep up its position in the industry. 
HTA is a good example of a firm maintaining the top position in the country for over 10 years 
and with other firms competing for the other positions. According to the yearly surveys 
conducted by the A&M magazine the position of the top firms kept changing, which are 
complied by me in the following table 7.3. A limitation of the report compiled by A&M 
magazine is that it is based on self-reported statistics volunteered by the various advertising 
agencies that agreed to participate in the annual survey. The criteria used here is the amount of 
business (in Rupees) conducted by a firm in each of the respective financial years, and those 
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firms, which did not provide the financial figures for the selected financial years, have been 
ignored (therefore, some data is missing in the table below). 
Table 7.3 Temporal change in the Position of Large Advertising Agencies 
ADVERTISING AGENCIES 
Hindustan Thompson Associates Itd 
Lintas India Itd 
Mudra Communications ltd 
Ogilvy & Mather Itd 
Ulka Advertising Pvt Itd 
Pressman Advertising & Marketing ltd 
Rediffusion 
Everest Advertising Pvt Itd 
Clarion Advertising Services Ltd 
RK Swamy /BBDO 
Contract Advertising (India) ltd 
Trikaya Grey Advertising (1) Itd 
MAA Communications 
Jaisons 
Chaitra Advertising 
Sistas 
Tara Sinha Associates 
Advertising & Sales Promotion 
Akshara Advertising 
Pratibha 
Creative Unit 
Govan Advertising 
Chaitaii Advertising 
Enterprise Advertising Pvt Itd 
Concept Communication Itd 
McCann-Erickson (India) Pvt Itd 
iB&W Communications Pvt Itd 
FS Advertising ltd 
Ambience Advertising pvt ltd 
Spree Communications Pvt ltd 
Sistas Saatchi & Saatchi Advertising 
Triton Communications Pvt Itd 
Percept Advertising ltd 
Hansavision Pvt Itd 
Madison Advertising 
Advertising Avenues 
daCunha Associates Pvt Itd 
Clea Advertising 
Arms Advertising Pvt Itd 
SSC&B Lintas ltd 
Euro RSCG Advertising Pvt ltd 
TBWA Anthem Pvt Itd 
89- 90- 91- 92- 93- 94- 95- 96- 97- 98- 99- 
90 91 92 93 94 95 96 97 98 99 20 
11111111111 
222222 
22333332343 
33444443432 
555554554 
6 15 10 
468 12 10 13 10 7665 
54 10 16 15 20 20 
66 13 19 15 18 
6577 
-6 
875777 
87 12 8998699 11 
989687 11 8 
10 9 13 9 11 10 10 12 
11 
12 10 11 11 12 14 12 10 10 12 9 
13 11 15 
14 12 14 
15 15 
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20 
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14 11 12 13 
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14 
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19 
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13 14 15 
20 
Source: Various A&M Annual Agency Reports (1989-1999). 
Table 7.4 Changes in the Position of Top 20 Advertising Agencies 
Position 1989-90 1999 -2000 
1 Hindustan Thompson Associates Rd Hindustan Thompson Associates Itd 
2 Mudra Communications ltd Ogilvy & Mather Itd 
3 Ogilvy & Mather Itd Mudra Communications Itd 
4 Rediffusion FCB - Ulka 
5 Everest Advertising Pvt. Ltd Rediffusion-DYKR 
6 Clarion /RK Swamy McCann-Erickson (India) Pvt. ltd 
7 BBDO RK Swamy/ BBIDO 
8 Contract Advertising (India) Itd Trikaya Grey Advertising (1) Itd 
9 Trikaya Grey Advertising (1) Itd Chaitra Leo Burnett Pvt. Itd 
10 MAA Communications Pressman Advertising & Marketing Itd 
11 Jaisons Contract Advertising (India) Itd 
12 Chaitra Advertising MAA-Bozell 
13 Sistas iB&W 
14 Tara Sinha Associates Enterprise-Nexus 
15 Advertising & Sales Promotion Euro-RSCG Advertising 
16 Akshara Advertising Triton Communications Pvt. Itd 
17 Pratibha Percept Advertising 
18 Creative Unit Ambiance D'Arcy 
19 Govan Advertising Saatchi & Saatchi 
20 Chaitali Advertising Everest Advertising Pvt. Itd 
Source: I' and I Oth A&M Annual reports for the years 1989-90 and 1999-2000. 
7.5.1 HTA 
Hindustan Thompson Associates (HTA) is the largest advertising agency in India with branches 
in all the big cities. It was established in India in 1929, with the headquarters being in Mumbai. 
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HTA continues to be the agency of choice for many India's biggest ad spenders such as 
Horlicks, Bata, Lux and many more. It has been around for 70 Years, and has been the leader of 
the Indian ad industry (ever since the 0 A&M agency report was published in 1991). In 1991 
60% of the equity was held by J. Walter Thompson Company Ltd., New York and had 891 
employees (when the 0 A&M report was published). In the year 1999, when the I& A&M 
report was published, it had 1,483 employees working in the agency as a whole. 
Today HTA has branches in New Delhi, Kolkata, Chennai and Banglore and. It has subsidiary 
companies: 
Contract Advertising (India) Ltd., Mumbai, with equity of 60% 
Fortune Communications Ltd., Mumbai, with equity of 100% 
Thompson Nepal Ltd., Mumbai, with equity of 76% 
Portlandindia Outdoor Advertising Pvt. Ltd., Mumbai with equity of 60%. 
HTA also has one of the most well known market research and public affairs divisions under its 
banner. The market research division in India is called Indian Market Research Bureau (IMRB), 
with its headquarters in Mumbai and branches in the big cities -- New Delhi, Kolkata, Chermai 
and Banglore. The public affairs consultancy and corporate advertising is called Indian Public 
Affairs Network (IPAN), based in Mumbai and New Delhi. According to the I 10' A&M report 
HTA (as a whole) had a gross income of Rs. 1,615.75 million. 
7.5.2 LINTAS 
Lintas (Lever International Advertising Services) India ltd., as it is still officially called (though 
by the year 2000 the letterhead said Ammirati Puris Lintas), has always been the second top 
agency in India. . It has been operating in India since 1939, where it began as Lever's in house 
agency, This is an agency with domestic heritage by the year 2000 it got 40% of its business 
from globally- aligned accounts (mainly Lever). It is a member of Arnmirati Puris Lintas 
Worldwide Network operating in 72 countries. In India, Lintas Worldwide reduced its stake in 
to 40% in 1969, and by 1998-99 raised it to 49%. According to the top agency officials, there is 
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no centralised control and it is the market that determines the content of the advertising. Lintas 
too has diversified operations like HTA. 
In the Year 1999, according to the I 01h A&M Agency Report, Lintas collectively in all its 
branches had 655 employees and Lintas was busy setting up an ad school in Khandala, a hill - 
resort in Maharashtra that is reputed to inspire the conception of fresh thoughts. It is 
headquarters are in Mumbai and has branches in New Delhi, Kolkata, Chermai and Banglore. It 
has subsidiary company: 
9 SSC&B Lintas ltd. with equity of 100%, which is based in Mumbai 
It has other divisions under its banner that perform related activities such as market research. Its 
market research division is called Lin Opinion, which is also based in Mumbai. Lintas has other 
divisions, called Initiative Media based in Mumbai, Millennium Media also in Mumbai, 
Pathfinders India and Market Links (all based in Mumbai). What comes out in the end is, that 
that Lintas is an agency with an Indian heritage with a major establishment concentration in one 
city -Mumbai. 
7.5.3 O&M 
Ogilvy and Mather is the oldest advertising agency in the country, which was established in 
1928. It came up as a British agency, S. H. Benson, subsequently acquired by Ogilvy and 
Mather, to form Ogilvy, Benson and Mather. It became an Ogilvy agency only in 1972 whereas, 
the Indian affiliate of Ogilvy and Mather continued to be known as Ogilvy, Benson and Mather 
(India) Private Limited (or OBM), right until the mid 1980's, when its name changed to Ogilvy 
and Mather (O&M). Today, it is part of the WPP Group, which owns O&M Worldwide, which 
has a 40% stake in O&M India and WPP Mauritius has another 11% stake in it. It has its 
headquarters in Murnbai and branches in New Delhi, Chennai, Banglore, Kolkata, Pune, 
Ahemdabad, Coimbatore and Hyderabad. 
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It has many divisions that look after their overseas business and business in related field of 
market research and public relations. They are: 
" OgilvyOne- Wolrdwide (one to one communication and direct marketing) Mumbai, New Delhi, 
Chermai, Pune and Banglore 
" Financial and Business Communication (public issues) at Mumbai 
" Ogilvy Public Relations Worldwide (public relations) at Mumbai, Banglore, Chennai and New 
Delhi 
" Artistree- Graphic Design Studios (graphic designs) at Ahemdabad and Pune 
" Ogilvy Rural Communications Network (rural advertising), National Operations at Mumbai 
and New Delhi 
" Ogilvy Consulting (consultancy) at Mumbai 
" The Media Network at Mumbai, New Delhi, Chennai, Banglore and Kolkata. 
7.5.4 Mud ra 
It is known in the advertising sector, as a fiercely Indian Agency, homegrown, dismissive of the 
sustainability of 'global alignment' of ad accounts (the same brand being handled by one 
network around the globe) and unrepentant in its refusal to sell stake to any foreign suitor. It has 
its headquarters in Ahemdabad and was set up in 1980. Today it has branches in Mumbai, New 
Delhi, Banglore, Kolkata, Chennai, Kochi and Hyderabad. It affiliates with a company called 
Interact Vision Advertising & Marketing Pvt. Ltd. 
it has many divisions that look after their overseas business and business in related fields of 
public relations and market research. 
They are: 
Horizons (public relations) with branches in Mumbai, New Delhi, Banglore 
Indian Consumer Research Group (a market research firm), based in Banglore 
Limelight (an event Management firm) based in New Delhi 
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" Primesite Outdoor Advertising (for outdoor media) with branches in Ahemdabad, Mumbai and 
New Delhi 
" Mudra International (overseas business) in Ahemdabad 
" Mudra Interactive (website creation & maintenance) in New Delhi and Mumbai 
" Reach (direct and promotions) in Mumbai 
" Showcase (exhibitions & roadshows) in New Delhi 
" Mudra Videotec (video software) in Chermai 
40 Mudra Advertising Gallery in Ahemdabad 
7.5.5 FCB- Ulka 
Ulka was formed in 1961 and remained as it is till 1996, when it joined hands (equity- sharing 
deal) with FCB (Foote Cone & Belding). Now FCB Worldwide, a part of the True North Group, 
has a majority stake in Ulka, which is 51%. It has its headquarters in Mumbai with branches in 
New Delhi, Chennai, Kolkata, Banglore, Hyderabad and Cochin. As in the case of all big 
advertising agencies in India it too has public relations and various other divisions. They are as 
follows: 
" Futures (financial and corporate) based in Mumbai, New Delhi, Cochin, Kolkata, Chennai, 
Hyderabad and Banglore 
" Cygnus PR (public relations) operating in Mumbai, New Delhi, Cochin, Kolkata, Chennai, 
Hyderabad and Banglore 
" FCB- Ulka Direct (direct marketing) again operating in all the above mentioned centres 
" Nebula Films, film production- again in all centres 
FCB- Ulka HealthCare (healthcare/ pharmaceuticals)- in all centres 
Lodestar (media buying)- in all centres 
10 Design (design/ exhibition)- in all centres 
FCB- Ulka Interactive (interactive)- in all centres 
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What can be seen from the above description is that FCB- Ulka is an agency with a wide variety 
of related operations. Its branches are spread over major Indian cities and so are its subsidiary 
and other divisions, present in all the major cities. It seems FCB-Ulka can provide its clients 
services in locations wherever they are want. According to the I 01h A&M report it had 490 
employees in all its branches spread over the country. 
7.6 Spatial Distribution of Advertising Agencies in India 
All the above-mentioned advertising firms are unique in their own way (for either being the first 
or totally Indian or for some other factor) and have dominated Indian seen for decades. These 
top 20 firms have a large network of offices, with most of their offices being located in the 
major Indian cities, with cities like Mumbai and New Delhi taking the lead. Also most of these 
advertising firms have their headquarters within these two cities because of various financial, 
economic, political and social resources these cities have. City-wise distribution of number of 
offices of various advertising firms operating in India is given below in table 7.5 (only those 
advertising firms which were registered with the INS (Indian Newspaper Society) in the year 
1999-2000, were considered as the total number of advertising firms operating in the country): 
Table 7.5 City-wise Distribution of Advertising Agencies (1999- 2000) 
NAME OF THE CITY No. OF ADVERTISING FIRMS 
N EW DELHI 182 
MUMBAI (BOMB") 169 
CHENNAI (MADRAS) 75 
CALCUTTA 66 
BANGLORE 47 
HYDERABAD 36 
PUNE 19 
AHEMDABAD 18 
CHANDIGARH 18 
LUCKNOW 10 
KANPUR 8 
JAIPUR 6 
The above table 7.5 shows the city, having the most number of advertising firms is New Delhi, 
the capital city of India, which has a total of 182 advertising firms operating within it. New 
Delhi's strong political and social base attracts a large number of advertising firms that are 
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trying to keep a hold on the market by being in the capital city. Mumbai comes next with total 
number of 169 advertising firms operating from within the city. Mumbai has always been the 
financial capital of India and has attracted a lot of firms since the pre- Independence times in all 
the sectors of the economy. Even today major industrial groups like Kirloskar, Kotak Mahindra, 
Reliance, TATA, Wipro etc. are all based in Mumbai and have their headquarters here. Keeping 
with this trend, new foreign banks and other multi-nationals companies like Mitsubishi, Pepsi, 
Gillette, etc., have also established their head offices in Mumbai. Further, proximity of these 
large national and international firms, to the advertising firms based in Mumbai, becomes an 
important and integral part of their operations. This concentration of the advertising firms in 
Mumbai, is also related to the Hindi Film Industry (Bollywood) being based in Mumbai, which 
makes it easier for the professionals to be near the clients. 
The others cities act as important cities for advertising firms are Chermai with a total of 75 
firms, Calcutta with 66 and Banglore with 47 advertising firms operating from these cities. 
Chennai, along with a having the Tamil film industry and a strong economic and financial base 
tends to attract a large number of advertising firms. Again Kolkata has been an important city 
for India but after the independence the importance of the city got reduced, but still with its large 
population and being an important port, it holds a strong position. A large number of business 
houses operate from Kolkata attracting the advertising firms. 
Next in the table is Banglore with 47 advertising firms, where a large number of multinational 
firms operate, which in turn attracts the advertising firms. Hyderabad with 36 and Pune with 19 
advertising firms come next on the list, followed by Ahemdabad and Chandigarh with 18 firms 
each. Kanpur and Jaipur with 8 and 6 firms respectively are at the bottom of the list. 
7.7. Data Production 
Further, a data matrix was produced and quantitative data analysis was conducted. For formation 
of the data matrix the total number of firms in a city and the total number of offices each firm 
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had in a particular city were taken. The matrix produced had advertising firms on the y-axis and 
cities on the x-axis. Further, only those advertising firms having offices or having some kind of 
representation in 4 or more than 4 of the selected cities were taken for producing the final 
composite matrix. Therefore, all the advertising firms having offices / representation in 3 or less 
cities were ignored. 
The next step then was to judge the status of these offices located in different cities. The ranking 
of the offices in a city was difficult, as not all the offices provided information on their status as 
an office within a firm. Therefore, ranking was done on the basis of the number of telephone and 
fax connections present in an office (the number of connections in India can be directly related 
to the amount of business conducted from a particular office). So, the number of communication 
connections in an office were counted and the offices where there were no phone or fax 
connections, were considered to be minor representative offices. An office was considered small 
if it had only one telephone connection, a branch office one in which there was either one phone 
and one fax connection or two phone connections and corporate office was one which had two 
phone connections and a fax connection. Then these offices were further graded between 0 and 
5. Where 0 shows no presence of an office of a firm in a particular city, to 5 for city having a 
head office for a particular firm. The following scale was used to grade the off ices in each city: 
0 for a city having no representation of an advertising firm, 
I for a city having minor presence of the advertising firm by having a representative of the firm 
within that city, 
2 for a city having a small office of the firm, 
3 for a city having a branch office of the firm, 
4 for a city having a corporate office 
And 5 for a city having the head office of the firm 
Following the above grading pattem all the advertising firms operating in the country were 
analysed. The result shows 55 advertising firms having offices in four or more cities with 
number of telephone and fax connections, which were taken into consideration to further 
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provide the status of a particular office of a firm, operating in all the 12 cities. Further, the table 
A. 3 (in the Appendix) shows the Advertising Activity Data Matrix, where the ranking of offices 
was done for the selected firms in the 12 selected cities. 
7.8. Data Analysis 
Data thus produced by the above methods is analysed and interpreted in different sections and is 
discussed below. The first table in this section is table 7.6, which shows the sum of office status 
of advertising firms of different sizes (i. e. their service value) in a particular city. The conjecture 
behind using these values is that the larger the office the more connections it has with other 
offices in other cities. Further, the connectivity scores (i. e. the total number of linkages of 
advertising offices in a city with offices in another city) were calculated and given in table 7.7. 
7.8.1 City- wise Sum of the Service Values Advertising in India 
Table 7.6 City-wise Total Service Activity of Advertising 
CITIES sum 
MUMBAI 197 
N. DELHI 196 
CHENNAI 142 
BANGLORE 125 
CALCUTTA 102 
HYDERABAD 87 
AHEMDABAD 36 
PUNE 26 
JAIPUR 23 
CHANDIGARH 20 
LUCKNOW 14 
KANPUR 8 
The above table 7.6 shows Mumbai is the city that has the highest sum of advertising service 
status firms, with a total sum of 202, closely followed by New Delhi with a sum of 198, 
suggesting that these two cities provide highest level of services for advertising in the country. 
Most of the firms are located in these two cities (Mumbai and New Delhi) and also most of the 
advertising firms have their headquarters in these two cities. Thus this makes Mumbai and New 
Delhi the two most important cities from the point of view for advertising in India. 
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The other cities that are moderately providing the advertising services are Chennai, Banglore, 
Calcutta ad Hyderabad, with a score of 137,125,102 and 84 respectively. The cities with a low 
sum are Ahemdabad with a score of 36, Jaipur with 23, Chandigarh with 20 and Lucknow with 
10, whereas Kanpur is the least important city for advertising in India with a sum of 8. 
Collectively these cities have low service value for advertising in the country. 
7.8.2 City- wise Connectivity Analysis for Advertising Firms 
Following the above approach, the number of links between the various offices of the 
advertising firms present in the 12 selected cities, are shown in table 7.7 below: 
Table7.7 City-wise of Connectivity of Advertising Firms 
CITIES CONNECTIVITY 
MUMBAI 2907 
NEW DELHI 2759 
CHENNAI 2223 
BANGLORE 2023 
CALCUTTA 1710 
HYDERABAD 1537 
AHEMDABAD 741 
PUNE 449 
JAIPUR 320 
CHANDIGARH 267 
LUCKNOW 184 
KANPUR 128 
The above table shows the connectivity scores where Mumbai as the city tops the list with a 
total connectivity level of 2907, closely followed by New Delhi with a total of 2759. This tells 
that again Mumbai is the city with maximum number of links for advertising firms, followed by 
New Delhi. Therefore, if a client randomly contacted a firm to do business, then Mumbai is the 
city that has the maximum number of links with offices in other cities, giving the client an 
opportunity to use the same firm in other cities. The city that comes next in the order is Chennai, 
which has a connectivity level of 2223 and then comes Banglore, which has as a score of 2023. 
These two cities form the next category of moderately connected cities among the advertising 
firms. The cities with lower connectivity are Chandigarh with 267, followed by Lucknow at 184 
and still lowest being Kanpur at 128. These cities form the next group of low connectivity level 
for the advertising firms in India. 
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Then the proportionate values were computed for both the tables (table 7.6 and table 7.7) and 
compared (as given in table 7.8 creating a proportional relation matrix. ). The comparison of the 
two scores thus proves whether or not a city with the highest service value of advertising firms 
has the highest linkages with firms in other cities. 
Table 7.8 Comparing Sums and Connectivity Scores 
CITIES PROPORTIONATE PROPORTIONATE 
SUM OF FIRMS CONNECTIVITY 
AHEIVIDABAD 0.17 0.25 
BANGLORE 0.61 0.69 
CALCUTTA 0.50 0.58 
CHANDIGARH 0.09 0.09 
CHENNAI 0.67 0.76 
HYDERABAD 0.41 0.52 
JAIPUR 0.11 0.11 
KANPUR 0.03 0.04 
LUCKNOW 0.04 0.06 
MUMBAI 1.00 1.00 
NEW DELHI 0.98 0.94 
PUNE 0.12 0.15 
The result of table 7.8 is not so different as in the case of other producer services (example 
banking and accountancy). The cities at the top order remain the same i. e. Mumbai (with the 
highest sum and maximum connectivity, forming the basis for the proportionate values). New 
Delhi being the city, which shows the highest proportionate sum of firms along with the highest 
connectivity score. The next city in both the columns is Chennai and then Banglore, showing the 
level of service status of offices and the number of connections or links these advertising firms 
have with firms in other cities, is the highest in these cities and thus making them the most 
important cities for advertising in India. In the middle order the cities are Hyderabad then 
Ahemdabad, and Pune. The cities at the end of the order of this comparison are Jaipur followed 
by Chandigarh, Lucknow and Kanpur. This shows that these four cities with the least 
importance where advertising in India is concerned. 
Finally, what comes out of this is, that Mumbai has the highest service value with the highest 
level of connectivity, followed by New Delhi and Chermai. The city with the lowest service 
value of advertising firms is Kanpur and which has the lowest connectivity level among all the 
cities. 
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7.9. Q-Mode Principle Component Analysis 
For further break down of the data presented above, Q-Mode Analysis was done for the 
advertising firms using extraction method principal of component analysis. This statistical 
method is important as it is used to search out regional patterns of similar firms or in other 
words service profiles located in various cities. 
For my study Varimax. method was used to identify important regional patterns for advertising 
firms. Also the scores of the Rotated Component Matrix were taken to identify the regional 
patterns/ strata of cities. The results show that 60.769 % of data has been explained by 4 
components. The Component I explains 22.35%, the Component 2 explains 14.97% of the data, 
the Component 3 explains 11.86% and Component 4 shows 11.56% of the data, which makes 
60.76% of the data explained by 4 components. The result of this analysis is given in table 7.9 
below: 
Table 7.9 Q-mode Analysis: Component Loadings 
LOADINGS Northern Cities Cyber Cities Capital Cities Minor Cities 
. 801-. 950 CHANDIGARH 0.81 
. 651-. 800 
JAIPUR AHEMDABAD CALCUTTA PUNE 
0.68 0.75 0.78 0.75 
HYDERABAD 
0.72 
. 501-. 
650 LUCKNOW BANGLORE NEW DELHI KANPUR 
0.54 0.53 0.63 0.55 
NEW DELHI 
0.52 
Table 7.10. Q-mode Analysis: Component Scores 
Northern Cities Cyber Cities Capital Cities Industrial Cities 
Appeal Adv. & Mk Mudra Comm. Ltd Interads Pvt. Ltd. Sudha & Subha 
3.69 2.44 1.58 3.19 
Crayons Adv. & Triton Comm. Pvt. National Advertis. Percept Adv. Ltd. 
Mkt. 2.93 Ltd. 2.40 1.93794 2.27 
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Mode Advertising Sobhagya Advert. Sudha & Subha Notre Advertising 
1.74 Service 2.19 1.50 2.41 
Interads Pvt. Ltd. Pressman Adv. & National Advert. 
1.17 Mkt. 2.16 Agency 2.01 
Clea Adv. & Mkt. Triton Comm. Pvt. 
1.97 Ltd. 1.73 
Adfactors Advert. 
1.57 
The interpretation based on labelled loadings forming 4 components: 
According to the Q-mode analysis the city that comes out to be very important for Northern 
cities that form Component 1, is Chandigarh with highest loadings of 0.81. The other cities that 
come out as important cities for Component I are Jaipur with moderate loading value of . 68 and 
Lucknow and New Delhi with low loading values of 0.54 and . 52 respectively. This pattern 
shows an important geographic placement of high value offices of advertising firms in the 
northern part of the country. Further the Q-mode score show that all four firms that have come 
out important have their headquarters in New Delhi. These firms are Appeal Advertising and 
Marketing Consultants, Crayons Advertising and Marketing, Interads Private Limited and Mode 
Advertising and Marketing Private Limited. 
Cyber Cities that form Component 2 show, no city appears with high loading values and there 
are two cities that appear in with moderate loadings. They are Ahemdabad with 0.75 and 
Hyderabad with 0.72 and where Banglore as low loading value of 0.53, as important cities. 
These cities can be identified as Indian Cyber Cities and they have large number of 
multinational companies located here. This forms a pattern of multinational companies, which 
use the same advertising firms in these cities. The scores show that the important advertising 
firms appearing in here mostly have their headquarters in Mumbai and Ahemdabad, with their 
high value offices located in these cities. 
Capital Cities that form Component 3 show, no city appears with high loading values and there 
is one city that appears with moderate loadings is Calcutta 0.78 and New Delhi on its own with 
low loading value of 0.63 (the similarity of the two cities is their being the old and the new 
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National Capitals of India respectively). Further, the scores show that two of three advertising 
firms appearing in here have their headquarters in New Delhi and one in Calcutta. These two 
cities show a similar pattern of distribution of advertising firms. 
Minor Cities that form Component 4 shows again there is no city in the high loadings category. 
Then Pune appears in the moderate loadings category, with 0.75 and Kanpur I with low loading 
value of 0.55. These cities together form a group of cities that are developing. The scores show 
that out of five advertising firrns appearing here only one has its headquarters in Pune and others 
have high value of offices in these cities. 
7.10 R-Mode Principle Component Analysis 
Again the other method of data analysis used here called the R-mode analysis of data reduction, 
clusters firms and therefore, it was used here to search out the important advertising firms, 
which have similar patterns of offices or service values across the 12 cities. The R-mode results 
show that 91.111% of the data has been explained by 6 components (that have been selected for 
further interpretation). Component I explains 26.12% of the data, Component 2 explains 
22.16% of the data, Component 3 explains 16.3 1 %, Component 4 explains 10.09% of the data, 
Component 5 explains 9.56% of the data and lastly Component 6 explaining 6.84% makes a 
total of 91.11% of the data. Again the Varimax Method was used here, where the rotated 
component figures have been taken for further analysis and shown in table 7.11 given below. 
Table 7.11 R-mode Analysis: Component Loadings 
Eastern City Southern Cities Capital City Global City 
Spatial Strategic Spatial Strategic Spatial Strategic Spatial 
Emphasis Emphasis Emphasis Strategic 
Emphasis 
. 900< 
. 801- 
ADFACTORS KANARA ADV 
900 ADV 
0.889 SERVICE 0.893 
LATEST MOULIS ADV. 
PUBLICITY SER. 
CENSER ADV PVT 
LTD. 0.943 
CONTINENTAL ADV. 
PVT. LTD. 0.972 
COMBINE ADV CO. 
0.913 
Western City Cyber Cities 
Spatial Spatial Strategic 
Strategic Emphasis 
Emphasis 
APPEALADV& TRITONCOMMPLTD 
MKT 
CONS. 0.814 0.804 
MILAPADVAGENCY 
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0.841 
INTER 
PUBLICITY 
PVT. LTD. 0.835 
CONCEPT 
Commu. 
LTD. 0.822 
INTERFACE 
comm. 
0.817 
CLARION ADV. 
SERVICE LTD. 
0.809 
. 701- 
HINDUSTAN 
. 800 
THOMPSON 
ASSOSIATES 
LTD. 0.763 
PVT. LTD. 0.873 0.805 
ARIES ADV PVT SULEKHA ADV P 
LTD. 0.868 LTD. 0.825 
MAA COMM. BOZEL 
LTD. 0.850 
ADWIT(INDIA) PVT 
LTD. 0.816 
AKSARA 
ADVERTISING 0.811 
IMAGEADS & CRAYONS ADV 
comm. & 
PVr. LTD. 0.796 MKT. PVT. LTD. 
0.781 
SISTAS SRICHAKRA MODEADV NOTRE ADVERTISING 
SAATCHIAND COMM SERVICE 
SAATCHIAD PVT. LTD. 0.725 PVT. LTD. 0.747 0.757 
0.763 
CONTRACT ADV (INDIA) 
LTD. 0.747 
LOWE LINTAS INDIA LTD 
0.747 
MC-CANN ERICKSON (1) 
LTD. 0.747 
RASHTRIYA ADV. 
AGENCY 0.734 
ARMS COMM. PVT LTD 
0.725 
. 601- 
OGILVY & SASI ADV PVT LTD 
. 700 
MATHER LTD 
0.681 0.699 
FCB-ULKAADV RKSWAMY 
LTD 
0.671 0.692 
RK SWAMY ALAKNANDA ADV. 
0.662 PVT. LTD 0.683 
ADVISE ADV ADVISE ADV PV`r 
PV`rLTD 
0.658 LTD. O. M 
NATIONAL AD FCB-ULKA ADV LTD 
AGENCY 0.63 0.61 
OGILVY & MATHER 
LTD. 0.60 
. 501- 
PRESSMAN CANCO ADV ALAKNANDA 
. 
601 ADV & MKT PVT ADV 
LTD. 0.59 LTD. 0.59 PVT. LTD. 0.52 
JAYA ADV T. M. INPUT& ARMS COMM. 
AGENCY SERV. PVT 
0.57 PVT. LTD. 0.53 LTD. 0.51 
PEN & TRAIT COMM EVEREST INT. 
(1) PVT. LTD. 0.777 COMM. LTD. 
0.710 
PRESSMAN INTERADS PVT. 
ADV& 
MKT. LTD. LTD. 0.617 
0.668 
PERCENT MUDRA SSC &B LINTAS 
ADV LTD COMM LTD 
0.660 0.698 LTD. 0.633 
CLEA ADV & MKT 
LTD. 0.639 
SOBHAGYA ADV. 
SERVICES 0.622 
ADFACTORS 
ADVERT. 0.61 
CANCO ADV TRIKAYA SEASONS ADV 
PVrLTD GREY 
0.59 ADV. (1) LTD. ASSO. 0.50 
0.590 
SEASONS UBIQUITAS ADV. 
ADV 
ASSOCIATES PVT. LTD. 0.55 
0.52 
208 
CLEA ADV & SSC &B LINTAS RASHTRIYA SUDHA & SUBHA 
MKT LTDO. 55 LTD. 0.51 ADVAGENCY ASSO. P. LTD. 0.56 
0.50 
SOBHAGYA EVEREST UBIQUITAS ADV 
ADV INTEG COMM. PVT. LTD. 0.55 
SERVICESO. 55 LTD. 0.50 
ADFACTORS 
ADVERTISING 0.52 
UBIQUITAS ADV P LTD 
0.52 
Table 7.12 R-mode Analysis: Component scores 
Eastern City Southern City 
Spatial Spatial 
Strategic Strategic 
Emphasis Emphasis 
Capital City Global City Western City Cyber Cities 
Spatial Spatial Spatial Spatial 
Strategic Strategic Strategic Strategic 
Emphasis Emphasis Emphasis Emphasis 
Calcutta Chennai New Delhi Mumbai Ahemdabad Mumbai 
2.35 1.8 2.8 2.18 2.1 1.77 
Banglore Hyderabad 
1.56 1.69 
interpretation based on the labelled scores forming 6 components: 
According to the R-mode analysis there are 6 components that come out to be very important 
where Eastern City spatial strategic emphasis of firms forms Component 1, which has no 
advertising firm with very high loadings. There are five firms that fall in the next category of 
high loadings between . 801-. 900.7 advertising firms appear in the high loading value of 0.701- 
. 800. There are 
5 advertising firms in the medium loadings category. The least loading category 
between . 501-. 600 has 6 firms. The city that comes out as an important city explained here by 
the scores of Component I is Calcutta with a score of 2.35. This shows that the firms explained 
by this component are high value advertising firms in the city of Calcutta. 
Southern Cities spatial strategic emphasis of firms forms Component 2 again shows no 
advertising firms with very high loadings. There are 5 firms that fall in the next category of high 
loadings between . 801,900. There are 
2 advertising firins in the medium loadings category of 
0.701-. 800. The least loading category between . 501-. 600 has 6 firms. The cities that come out 
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as an important, as explained by the R-mode scores of Component 2 are Chennai and Banglore. 
These two cities, both being southern cities, show a similar distribution pattern of advertising 
firms. Out of all the advertising firms there are 5 firms that have their headquarters in Chennai. 
Capital City spatial strategic emphasis of firms, forms Component 3 shows that there are 3 
advertising firms that appear with very high loading value of more than 0.900 and all of the 
three advertising firms have their headquarters in New Delhi. The next 3 firms appearing with 
high loading value of 0.801- 0.900 and 2 with moderate loading value 0.701-0.800. These 
advertising firms also have their headquarters in New Delhi. Again the advertising firms 
appearing in the low loading value have their headquarters in New Delhi. Therefore, New Delhi 
appears as the most important city explained by this component. This is further made clear by 
the R-mode scores that show New Delhi on its own with a high score of 2.80. 
Global City spatial strategic emphasis of firms, that forms Component 4 shows, no 
advertising firms with very high loading value, one firm with high loading value of 0.801-0.900 
and 2 advertising firms with moderate loading value of 0.701-0.800.4 advertising firms appear 
with least loading value of 0.501-0.600. All advertising firms explained by this component, 
except 2 have their headquarters in Mumbai. The R-mode score show that Mumbai appears on 
its own here, with the high score of 2.18 as the important city explained by this component. 
Western City spatial strategic emphasis of firms, that forms Component 5 show, no 
advertising firms with very high loading value, no advertising firm with high loading value of 
0.801- 0.900 and no advertising firrn with moderate loading value of 0.701-0.800.5 advertising 
firms appear with a relatively low loading value of 0.601-0.700. Finally 2 advertising firms 
appear with least loading value of 0.501-0.600. All advertising firms explained by this 
component, except 2 have their headquarters in Mumbai and I has it in Ahemdabad. This is the 
reason for the occurrence of Ahemdabad in the R-mode score that shows Ahemdabad on its own 
here, with the high score of 2.10 as the important city explained by this component. 
Cyber Cities spatial strategic emphasis of firms, that forms Component 6 show, no 
advertising firms with very high loading value, no advertising firrn with high loading value of 
0.801- 0.900. There is I advertising firm with moderate loading value of 0.701-0.800 and 2 
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advertising firms appear with low loading value of 0.601-0.700 and I advertising firm with least 
loading value of 0.501-0.600. All advertising firms explained by this component, except I have 
their headquarters in Mumbai. The R-mode score show that Mumbai appears here, with the high 
score of 1.77 and the other city that appears here, as an important city is Hyderabad with a score 
of 1.69, as explained by this component. These two cities show a similar pattern of distribution 
of advertising firms that are located there. 
7.11. Conclusion 
Advertising industry in India has been active since the pre-independence times, but it got a 
major boost in 1990's, when the new economic policies were put into practice. The new 
economic policies opened the path for the many private producer services companies, highly 
favouring incoming foreign investors. Along with various manufacturing and other producer 
services firms came the big trans-national advertising finns. The trans-national advertising firms 
brought with them the necessary infrastructure and competition required for advertising sector. 
The foreign advertising firms formed partnerships and helped Indian firms to be a part of big 
advertising conglomerates, like The Thompson Group, Ogilvy and Mather Group along with 
WPP Mauritius, Lintas Worldwide and FCB Worldwide. These big advertising firms opened 
their branches in almost all major cities in order to provide the necessary services to their clients 
(overseas and Indian). Many of these big advertising agencies have got subsidiaries and have 
opened offices in major Indian cities and are operating as market research agencies, PR 
consultancies, Event Management agencies etc. 
The advertising budgets have increased since the new multinational firms and the other 
amalgamated groups started their operations in India. More and more need was felt for the 
manufactures to advertise, which gave a boost to the advertising industry (this was expected as 
trade liberalisation and economic policy reforms would strengthen this tendency through higher 
technology-related expenditures by the manufacturing and other companies towards 
advertising). It was also seen that the companies engaged in exports would spend more on 
export promotion measures through expenditure on advertisement (Dholakia and Kapur, 2001). 
211 
For the year 1999-2000 the major industries spending on advertising were food and beverages, 
automobile and cosmetic and toiletries respectively. The most favoured advertising agencies by 
them have been HTA, Lintas, Mudra, 0&M and FCB- Ulka. 
The cities with large number of advertising firms are Mumbai, New Delhi, Chennai, Calcutta 
and Banglore. The data analysis and the resulting sum of service status or high value service 
offices show a pattern of important cities, where Mumbai has the most number of high service 
value offices, followed by New Delhi and Chennai, where the only change is noticed in the 
status of Banglore which has a higher sum of servcice values than Calcutta which has a larger 
number of advertising firms than Banglore. 
The reason for the location of a large number of advertising firms in these cities is that these 
cities have been traditionally leading industrial and manufacturing centres, which today act as 
important clients for these advertising firms. Along with being important from the point of view 
of clients, these cities act as the main markets for the products to be advertised. These cities with 
their large population are the one of the largest markets for Indian and foreign products. Another 
factor for the location of advertising firms is the sort of media coverage there is in the cities. 
With a large number of film divisions in Mumbai, New Delhi and Chermai provide the best sort 
of media coverage. Therefore, based on all the needs of the advertising sector, these cities 
provide the best possible location for advertising f inns in India. 
The cities that have the high levels of connectivity for advertising in India are Mumbai leading 
the list by having the highest level of connections for advertising firms with other cities in India, 
followed by New Delhi, Chennai, Banglore and Calcutta. In short it can be said as compared to 
other 3 sectors (banking, insurance and accountancy) advertising in India is the most well 
structured and has gained much more from the liberalisation and deregulation of the economy 
especially after 1990's. 
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CHAPrER 8 
INSURANCE IN INDIA 
8.1. Insurance as a Producer Service 
Insurance firms form an important part of the producer services industry, as insurance provides 
the security for any business to run. As a result there are a large number of insurance firms 
operating in the world, providing security and safety for all sorts of businesses within any 
industry, ranging from banking, education, power, automobile etc. Like all other producer 
services firms the insurance firms operate at national (with offices at the local and regional 
level conducting retail and corporate business from these offices) and other big insurance firms 
operate at an international level i. e. with trans-national headquarters and branches, spread over 
various nations, that operate as multi-national corporations, thus, forming a part of the trans- 
national producer services firms network operating in the world. 
The insurance firms like all other producer services firms are able to provide services to their 
clients at these (national and international) levels through a network of their branches or 
offices. This networking of offices, for trans-national firms became possible only in the past 
few decades, by the development in science and technology (mainly in the IT and 
communication sector as discussed earlier in chapter 2), that helped in the distribution and 
access to data, further, helping in the expansion of the producer services firms across a country 
and in other parts of the world, including insurance producer services firms. The overall 
development in the services sector, led to globalisation of insurance firms and various changes 
were brought about in the insurance industry and more so in Insurance in India, where the 
traditional status of insurance was quite unique. 
8.2. Traditional Status of Insurance in India 
This uniqueness in insurance in India was because of the difference in the type of insurance 
firms that exist in the world and those that were found in India. The national and the trans- 
national insurance firms that are operating across the countries are found to be largely 
operating as private sector firms (i. e. owned by the individuals or large corporations) and less 
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number of firms that are found in public sector (i. e. owned by the state government). These 
large private trans-national insurance firms conduct business at both retail and corporate level. 
Whereas, the insurance firms that existed traditionally in India were in the public sector, with 
the Government of India, regulating the industry. This is where it becomes interesting to look 
at the uniqueness of Indian insurance firms, with special reference to the structure of the Indian 
insurance sector. All the firms that existed under this system were based on the policy of even 
distributed in the country and with a similar status of office in a city. 
8.2.1. Historical Background of Insurance in India 
It was, in the modem sense, in the late 18'h and early I 9th century, insurance based on the 
European model, it appeared with the establishment of seven marine insurance companies in 
Calcutta (T. Rao, 2000). However, the growth of life and general insurance was thwarted, 
because of dogmatic and negative attitudes towards life insurance, ignorance about insurance, 
non-reliable mortality tables and poor living conditions, absence of industrial isation and the 
unscientific and disorganised manner in which the predominant production activity of 
agriculture was carried out. 
it was only at the beginning of the early 20th century that there was growth of life insurance 
(and also general insurance) business when sincere efforts were made to conduct the life 
insurance business scientifically. The Indian companies were covered by the Indian Companies 
Act 1866, which covered all companies. There were no specific insurance rules. The British 
government enacted the first Insurance Act in 1870 to prevent liquidation of insurance 
companies (Kumar, 1991). One significant feature is that Indian companies were charging the 
same premium rates on Indian lives as their foreign counterparts were charging on European 
lives. 
on January 19,1956, by an unprecedented move, the management of life insurance business 
was taken over by the central government and it was nationalised on September 1,1956. By an 
act of Parliament, the Life Insurance Corporation (LIC) was formed with capital contribution of 
Rs. 5 crore from the Government of India. The objectives of nationalisation of the life 
insurance sector were: 
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" To conduct the business with the utmost economy in a trusteeship spirit 
" To charge premiums as low as possible consistent with actuarial valuation 
" To invest funds to accrue maximum yield vis-A-vis ensuring safety of capital 
" To render prompt and efficient service for making insurance widely popular. 
Thus insurance in India became a government -regulated industry with five firms performing 
the total business of insurance in India. Some of these firms also had offices abroad, mainly in 
countries with large number of Indian migrants. 
Until quite recently (i. e. in the year, 2000, when the data for the study was collected), the 
insurance firms that operated in India, were state owned and formed a part of a big group called 
the General Insurance Corporation of India. The total number of insurance firms that existed 
within this group, were 5 and all of which, were in the public sector. Among these 5,4 firms 
took care of the general insurance in the country (both at retail and corporate level) and it was, 
The Life Insurance Corporation of India (an autonomous body) that looked after life insurance 
exclusively (again both at the retail and corporate level). The four firms that conducted general 
insurance in India were United India Insurance Company, the Oriental Insurance Company, 
New India Assurance Company and National Insurance Company. 
it was in the year 2002, that, the regulations changed for insurance companies and all four then 
existing subsidiary firms were de-linked from the main governing body, the General Insurance 
Corporation of India. So the long existing the structure of insurance sector changed. This 
change (that the Government of India decided to deregulate the state owned firms and permit 
private firms to operate) in the structure was seen as the direct affect of economic globalisation 
in India. 
As discussed in the earlier chapters the policies were changed by the Government of India, to 
accommodate the economic globalisation in the country, and the two sectors that experienced 
major changes because of these changes were insurance and banking. Along with deregulation 
of nationalised firms, the Government of India also decided to allow foreign insurance firms to 
operate in India. This was to be done in the form private partnership firms, where foreign firms 
and the existing private Indian firms could operate as partners. By 2000, a few private firms 
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were formed and they were getting ready to take a dip into the industry for the first time, along 
with some partnerships being formed between the Indian private and foreign firms, for future 
operations. 
8.3. Globalisation of Insurance in India 
In recent decades many less developed countries had to go in for macro-economic reforms 
involving stabilisation and structural adjustment programmes as part of integration in the world 
economy and the globalisation process in particular. Financial sector reforms especially, in the 
banking and insurance sectors, which typically were either owned by the state or heavily 
regulated in these economies attracted attention in their policy debates. The Uruguay Round of 
GATT advocated the removal of restrictions and non-tariff trade barriers so that there will be 
free flow of international services to less developed countries, strengthening domestic capacity 
and improving efficiency and competitiveness and ultimately enhancing economic growth 
(Tadas, 1994). It is against this background that many less developed countries deregulated its 
insurance sector. These recent trends include countries like Argentina (1990), Pakistan (1990), 
and Czechoslovakia (1992). 
During the late 1990's, as a part of the major policies that were formulated for the development 
of the Indian economy, called the stabilisation-cum-structural adjustment programmes, there 
were certain economic policies that were formulated for economy as a whole. The economic 
policies that were formulated, included some policies, specifically for the banking and 
insurance sector. Opening up of the insurance industry to domestic private sector and 
involvement of foreign companies were the main issues, for which the changes in policies were 
to be brought about. These issues were long pending in the parliament, for debate. It was in 
1991 that these reforms were finally initiated by the Government of India part of structural 
reforms for development of insurance in India. To begin with, the Malhotra Committee was set 
up in 1993, headed by the former Finance Secretary and the RBI Governor R. N. Malhotra, 
with the objective of suggesting changes that would achieve the required dynamism. 
Liberalisation and Privatisation of the insurance sector were a part of the whole development 
process. The Malhotra Committee set up by the Government of India and initiated by the 
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Congress Party in 1993 for examining the structure of the insurance industry in India, strongly 
favoured privatisation and foreign participation (http: //wNvw. indiainfoline/sect, accessed in 
Dec 1999). 
The Malhotra Committee report aimed at bring about greater efficiency by increasing 
productivity and reducing transaction costs. However, apprehensions were raised whether such 
a move will upset the required balance between the economic and social objectives of the 
insurance sector in the country like India. In 1994, the committee submitted the report and 
strongly felt that in order to improve the customer services and increase the coverage of the 
insurance industry should be opened to competition. But at the same time, the committee felt 
the need to exercise caution as any failure on the part of new players could ruin the confidence 
in the industry. Following are the recommendations of the committee: 
" Government stake in the Insurance Companies to be brought down to 50% 
" Government should take over the holdings of GIC and its subsidiaries so that the subsidiaries 
can act as independent corporations 
" All the insurance companies should be given greater freedom to operate. 
Based on the recommendations of the Malhotra Committee, it was decided to allow 
competition in a limited way by stipulating the minimum capital requirement of Rs. I billion. 
Private Companies with a minimum paid up capital of Rs. I billion should be allowed to enter 
the industry. This amount was not felt high for foreign firms, as it (then) translated to only 
about US$ 25 million. It was also decided that no company should deal in both Life and 
General Insurance through a single entity. Further, foreign companies may be allowed to enter 
the industry in collaboration with the domestic companies. Also, the foreign equity 
participation was to be restricted to only 40% and to restrict international companies to a, 
minofity equity holdings of 26% in any new company. Indian promoters will also have to dilute 
their equity holdings to 26% over a period of 10 years. 
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83.1. Participation of Private Insurance Firms in India 
After a long stalemate, the United Front government attempted to introduce, The Insurance 
Regulatory and Development Authority Bill (to allow the desired changes in structure of 
insurance in India), in the Parliament in 1996 but failed due to the opposition 
(http: //www. indiainfoline. com/sect/fnba/ch]2. litmi . It was later that this IRDA Bill was 
introduced in the Parliament by the then present government, after being referred to a 
parliamentary committee due to Congress pressure. This was the turning point of Insurance in 
India. It was after this that a large number of private organisations along with some banks 
thought of entering into the insurance sector and operate as private insurance firms. Table 8.1 
shows the firms that formed the new batch of private insurance firms to be allowed to operate 
in India, by registering by the year 2001-2002 (although, some of them had formed 
partnerships with foreign firms by then). 
Table 8.1 Private Insurance Companies Registered by the Year 2001-02 
1 HDFC Standard Life Insurance Co. Ltd. 
2 ICICI Prudential life Insurance Co. Ltd. 
3 OM Kotak Mahindra Life Insurance Co. Ltd. 
4 Birla Sun Life Insurance Co. Ltd. 
5 Tata AIG Life Insurance Co. Ltd. 
6 SBI Life Insurance Co. Ltd 
7 ING Vyasa Life Insurance Co. Pvt. Ltd 
8 Allianz Bajaj Life Insurance Co. Ltd 
9 Metlife India Insurance Co. Pvt. Ltd. 
10 Royal Sundaram Alliance Insurance Co. Ltd. 
11 Reliance General Insurance Co. Ltd. 
12 IFFCO Tokio General Insurance Co. Ltd. 
13 Tata AIG General Insurance Co. Ltd. 
14 Bajaj Alliance General Insurance Co. Ltd. 
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15 ICICI Lombard General Insurance Co. Ltd. 
16 AMP SANMAR Assurance Co. Ltd 
17 Aviva Life Insurance Co. India Pvt. Ltd. 
18 Cholamandalarn General Insurance Co. Ltd. 
19 Export Credit Gurantee Corporation Ltd. 
20 HDFC-Chubb General Insurance Co. Ltd. 
21 Sahara India Insurance Co. Ltd. 
Source: http: //www. indiainfoline. com/sect/fnba/ch]2. html accessed Sept, 2002 
8.3.2. Participation of Foreign Insurance Firms in India 
As part of the structural and policy changes made to accommodate economic globalisation, the 
Government of India, after the year 2002 allowed foreign insurance firms to operate in India. 
As government regulation the foreign companies could not operate on their own and had to 
operate in the form of partnerships between the existing Indian insurance companies and the 
aspiring foreign ones. As the Indian private insurance firms showed more interest in 
collaboration with foreign firms than the public sector ones (because of their internal policies), 
the private firms started inviting foreign insurance firms for unions. It was over the next 3 
years, that around 30 foreign companies expressed interest in entering the insurance sector in 
India (although a few of them have been around for 4-5 years before the introduction of the bill 
and by having set up liaison offices in major Indian cities). The keenness of foreign firms to 
operate in India can be seen by the fact that many of the foreign firms formed anticipatory 
alliances with Indian companies, by either signing Memorandum of Understanding or are 
trying to do the same, by the time, the Insurance Regulatory and Development Authority Bill 
was passed in 2002 as shown in table 8.2: 
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Table 8.2. List of Indian Insurance Firms and their Foreign Partners 
INDIAN PARTNER INTERNATIONAL PARTNER 
Alpic Finance Alliance Holding, Germany 
Tata American Int. Group US 
CK Birla Group Zurich Insurance, Switzerland 
ICICI Prudential, UK 
Sundaram Finance Winterthur Insurance, Switzerland 
Hindustan Times Commercial Union, UK 
Ranbaxy Cigna, US 
HDFC Standard Life, UK 
Bombay Dyeing General Accident, UK 
DCM Shriram Royal Sun Alliance, UK 
Dabur Group Liberty Mutual Fund, US 
Kotak Mahindra Chubb, US 
Godrej J Rothschild, UK 
Sanmar Group Gio, Australia 
Cholamandalam Guardian Royal Exchange, UK 
SK Modi Group Legal & General, Australia 
20th Century Finance Canada Life 
M. A. Chidambaram Met Life 
Vyasa Bank ING 
Source: http: //www. indiainfoline. com/peri/insr/chOl. htmi, accessed, Sept. 2000. 
8.4. Recent trends in Insurance in India 
It was noted that is was after these changes in the year 2000, that Insurance in India, started 
showing signs of some development consequent to economic growth including industrial and 
other activities of world economies. It was seen that in spite, of the policy changes and the 
subsequent development in the insurance in India, but the world insurance, is dominated by, a 
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few industrially developed countries and the Indian share was still very low. This dominance 
can be seen from the market share of industrial economies in table 8.3. 
Table 8.3: Showing India's Share in the World Market as Compared to Other Countries 
COUNTRY 
USA 
JAPAN 
UK 
GERMANY+ 
FRANCE+ 
ITALY 
SOUTH KOREA 
CANADA^ 
SPAIN 
NETHERLANDS 
INDIA * 
PREMIUMS SHARE OF WORLD PREMIUMS PREMIUMS 
(IN US $ MILLIONS) MARKET IN % OF GDP PER CAPITA 
INUS$ 
865327 35.41 8.76 3152.1 
504005 20.62 10.92 3973.3 
236960 9.7 15.78 3759.2 
123722 5.06 6.54 1419.4 
121910 4.99 9.4 2051.1 
63062 2.58 5.8 1084.3 
58348 2.39 13.05 1234.2 
46587 1.91 6.56 1516.8 
37617 1.54 6.73 954.2 
36450 1.49 9.87 2290.2 
9933 0.14 2.32 9.9 
Estimated, + Provisional ,A Life business: net premiums. 
Japan, South Korea and India (financial year 01.4.2000- 31.3.2000) 
Source: http: //www. bimaonline. com/cizi-bin/statistics/indian. gM accessed Jan 2003. 
Further, table 8.4. shows the performance of the firms that operating under then prevailing 
system. 
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Table 8.4: Performance of India General Insurance Companies (in Rs. Crore) from 1998 
-2000. 
YEAR GIC NATIONAL NEW INDIA ORIENTAL UNITED INDIA 
VOLUME OF BUSINESS 98-99 1269.74 1646.8 2402.34 1558.23 1776.91 
992K 1399.89 1715.76 2697.19 1742.19 1914.54 
PROFIT/LOSS (-) 98-99 -101.63 -212.85 13.18 -257.26 -128.04 
99-2K -229.53 -231.91 -177.98 -298.5 -276.63 
INTEREST, DIVIDEND & 98-99 592.07 296.3 551.51 324.35 389.45 
RENT INCOME (NET) 
99-2K 649.61 323.36 613.3 359.29 427.04 
NET PROFIT AFTER TAX 98-99 372.61 79.88 375 54.57 192.1 
99-2K 313.6 96.53 287.29 57.85 121.59 
Source: http: //xvww. bimaonline. com/cRi-bin/statistics/indian. aM accessed Jan, 2003. 
India has an amorphous middle-class of about 300 million people who can afford to buy life, 
health, and disability and pension plans products. Out of this only 20% have insurance and that 
too covers only 25% of their needs and financial capacity. The remaining 80% have no 
insurance cover. The Indian insurance industry provides wide range of products for the 
growing millions in India. These products can broadly be divided into two: Life Insurance 
and General Insurance. 
When broadly classified the insurance sector has two services to provide to its clients, and 
therefore, can be regarded as a mixed service. Since its first product is Life Insurance (which is 
regarded as a consumer services, because it provides a service for the general public or retail 
customers) and the second is General Insurance (which is regarded as a producer service, 
because it provides services for firms or corporate businesses). But it is the importance of 
General Insurance in the business sector that takes over as a producer service and is dealt with 
more here. 
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8.4.1. Life Insurance in India 
Life insurance in its existing form came to India from the United Kingdom with the 
Establishment of a British firm Oriental Life Insurance Company in 1818 followed by Bombay 
Life Assurance Company in 1823. The Indian Life Assurance Companies Act, 1912 was the 
first statutory measure to regulate life insurance business. Later in 1928 the Indian Insurance 
Companies Act was enacted to enable the Government to collect statistical information about 
both life and non-life insurance business transacted in India by Indian and foreign insures 
including provident insurance societies. In 1938 with a view to protecting the interest of 
insuring public earlier legislation was consolidated and amended by the Insurance Act 1938 
with comprehensive provisions detailed and effective control over the activities of insurers. 
The Act was again amended in 1950 resulting in far reaching changes in the insurance sector. 
These included a statutory requirement of equity capital for companies carrying on life 
insurance business, ceiling on share holdings in such companies, stricter control on 
investments, submission of periodical returns relating to investments and such other 
information to the controller. By 1956,154 Indian insurers and 75 provident societies were 
carrying on life insurance business in India. Life insurance business was concentrated in urban 
areas and confined to the higher strata of the society. On 19 Jan 1956, the management of the 
life insurance business was taken over by the Central Government. Life Insurance Corporation 
was formed in September 1956, by an Act of Parliament, LIC Act 1956. 
By 2000, India had a middle- class of about 300 million people who could afford to buy 
various life insurance products out of which 80% have no insurance cover 
(www. indiainfoline. coni, accessed in Sept 2001). In the same year India's life insurance 
premium as a% of GDP was just 1.77%. In 2000, the Life Insurance Corporation of India has 
2046 branches. It was made up of 100 divisions, which were divided, into 7 zones. The growth 
in the Life insurance sector can be analysed by the following Table 8.5. 
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Table 8.5. Total Number of Life Insurance Policies and Sum Assured 
YEAR NO. OF POLICIES SUM ASSURED 
In millions In Rs. crores 
1969-70 14 6348.1 
1974-75 18.8 11852.2 
1979-80 22.1 19242.6 
1989-90 40.4 94823.2 
1995-96 71 295758 
1996-97 77.8 344619.3 
1997-98 85 400747.9 
1998-99 91.7 459201.04 
Source: http: //www. bimaonline. com/cRi-bin/statistics/indian. aM, accessed Jan, 2003. 
8.4.2. Types of Non-Life Insurance Products or General Insurance 
The different types of General Insurance products are listed below. While most policies are 
optional i. e. at the behest, some are mandatory. The mandatory ones are: 
Motor Insurance - Various types of cars, trucks, two wheelers, three wheelers 
Public liability (for corporate class) 
Property Insurance- covers land, buildings, and the contents of building. There are several types 
of property insurance packages, but the most common are the Fire Insurance and Burglary 
Insurance. 
Fire Insurance - Building or flat, Furniture fixtures & other content's, loss of profit i. e. 
consequential loss. Fire insurance is a comprehensive policy, which goes beyond only fire 
accidents. The policy, besides covefing loss on account of fire, also covers loss on account of 
the following: 
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" Earthquakes 
" Riots 
" Strikes 
" Malicious intent 
" Floods 
Fire Insurance can only be taken by the owner of the premises to be insured. A tenant cannot 
insure rented premises since he does not have insurable interest. Fire Insurance is not 
compulsory, in case of corporates availing of loans, the lending institution may insist on 
equipment or relevant property to be insured against fire. This trend is now also being followed 
by housing finance companies, some of which are insisting that the premises be insured against 
fire. 
9 Miscellaneous Insurance - Personal Accident, Burglary & theft, Workmen's Compensation, 
Fidelity guarantee, Cancer, Mediclaim, Comprehensive Package Policy (for jewellery, T. V., 
VCR, Furniture etc. ), Videsh Yatra policy (a personal accident insurance for overseas 
travellers) 
" Marine Cargo Insurance - Cargo in transit, Cargo declaration policy 
" Marine Hull Insurance 
" Non-tradition / Rural - cattle/hens, crop, water pump for agriculture, hut, other livestock. 
8.5 Number of Insurance Firms Operating in India 
As mentioned earlier, until 2002 there was, only one autonomous firm concentrating on life 
insurance business in India called the LIC (Life Insurance Corporation of India) and the GIC 
(General Insurance Company) with 4 subsidiary firms that conducted other general insurance 
businesses (i. e., before the year 2002 when the new regulation was under consideration) at both 
the retail as well as corporate level. With amendments in the Insurance Act (2002), the total 
number of insurance companies operating in the country changed. A number of new players 
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were added into both the Life insurance and General insurance sector. Table 8.6 shows the 
number of private and public sector companies operating in India by the year 2002-03. 
Table 8.6 Number of Firms Operating by the year 2002-03 
LIFE INSURERS NON-LIFE INSURERS 
ALLIANZ BAJAJ LIFE INSURANCE Co. Ltd. BAJAJ ALLIANZ GENERAL INSURANCE Co. Ltd. 
AMP SANMAR ASSURANCE Co. Ltd. CHOLAMANDALAM GENERAL INSURANCE Co. L. 
BIRLA SUN LIFE INSURANCE CO. Ltd. ICICI LOMBARD GENERAL INSURANCE Co. Ltd. 
DABUR CGU LIFE INSURANCE Co. Ltd. IFFCO TOKIO GENERAL INSURANCE Co. Ltd. 
HDFC STANDARD LIFE INSURANCE Co. P. Ltd. NATIONAL INSURANCE Co. Ltd. 
ICICI PRUDENTIAL LIFE INSURANCE Co. Ltd. NEW INDIA ASSURANCE Co. Ltd. 
ING VYASA LIFE INSURANCE Co. Pvt. Ltd. ORIENTAL INSURANCE Co. Ltd. 
LIFE INSURANCE CORPORATION OF INDIA RELIANCE GENERAL INSURANCE Co. Ltd. 
MAX NEWYORK LIFE INSURANCE Co. Ltd. ROYAL SUNDARAM GENERAL INSURANCE Co. L. 
MET LIFE INDIA ISURANCE Co. TATA AIG GENERAL INSURANCE Co. Ltd. 
OM KOTAK MAHINDRA LIFE INSURANCE Co. Ltd UNITED INDIA INSURANCE Co. Ltd. 
SBI LIFE INSURANCE Co. Ltd. 
TATA AIG LIFE INSURANCE Co. Ltd. 
Source: http: //www. bimaonline. com/cizi-bin/inSLirers/insurers. asl2 accessed, Jan 2003. 
These new players were mainly private companies keen to take a plunge, into the otherwise 
restricted sector. As these new private firms wanted to start operations as soon as they could, 
they either came into the market their own or joined with big private transnational insurance 
firms, mainly to benefit from their years of experienced. 
in the year 2000, when the data was collected, that is before the amendments to the Insurance 
Act and approval of the government for the private firms to operate in the insurance sector, 
there were four major public sector insurance firms dealing with general insurance operating in 
India, and providing their services to the business. Therefore, these four companies were 
taken for the study and mainly for data analysis. These companies are: 
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" NATIONAL INSURANCE Co. Ltd. 
" NEW INDIA ASSURANCE Co. Ltd. 
" ORIENTAL INSURANCE Co. Ltd. 
" UNITED INDIA INSURANCE Co. Ltd. 
8.5.1. Structure of a Public Sector Insurance Firm: The New India Assurance Company 
Limited 
This company was founded by the house of Tatas and was incorporated on July 23,1919, in 
Mumbai and commenced business from the 14 th OctoberI919. The founder member of the 
company was Sir Dorab Tata, who headed the house of Tatas. Despite teething troubles, New 
India became the leader in the Indian Insurance market within a span of less than 10 years. 
New India Assurance Co. Ltd., from its initial stages provided comprehensive insurance 
policies, which covered Cash-in -transit, All Risks Insurance, Accountants Indemnity and 
Profits Insurance Among others. 
The company showed a lot of growth since the beginning and has many projects to its credit. 
When the first airline started in India, New India was amongst the earliest individual 
companies in the world to constitute an aviation department and other full insurance protection 
to this nascent venture, in 1946. It was the first company to handle the Hull Insurance 
requirements of the Indian Shipping Fleet. It was also the first company to establish its own 
Training School and introduce the concept of 'Model Office'. It was the first to create technical 
departments in Engineering Insurance and was also a pioneer in Satellite insurance. It 
commenced its overseas operations in 1920. 
It was nationalised in 1972-73, under the Scheme of Merger (that is, when it became a public 
sector company) with the merger of 23 Indian companies, with a gross premium of Rs. 44.45 
crores and a market share of 24%. Its total assets were Rs. 144.80 crores. It had a network of 8 
areas offices, 32 divisional offices and 44 branch offices in the country, with the company 
headquarters being in Mumbai. This shows the company has a large representation in all parts 
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of the country. In 1998-99 the gross premium rose to Rs. 3017.64 crores with a market share of 
32%. It assets grew to Rs. 6727.72 crores. In 1998-99, the company had 24 regional offices, 366 
divisional offices and 738 branch offices. The tremendous growth in the operations and gross 
premium made the company a market leader. It ranked No. 1 in the Indian market. 
By the year 2000, The New India Assurance Company was, the largest Non- life insurer in 
Afro- Asia excluding Japan. It became the first Indian non-life insurance company to cross 
Rs. 3000 crores premium. It also provided Global Re-insurance facilities. The company has had 
an overseas presence in countries like Japan, U. K., Middle East, Fiji and Australia for a long 
time. Today, it has operations in 23 countries with a network of 17 branches and 12 agencies. 
The company has 3 associate companies and one subsidiary company. The company has an 
overseas premium of Rs. 288 crores, which accounts for more than 80% of the total overseas 
premium in India. In 2002, with the passage of Insurance Amendment Bill (2002), the New 
Indian Assurance Company has been de-linked from GIC and has been functioning as an 
independent body. 
8.5.2 Structure of a New Private Insurance Firm: Bajaj Allianz General Insurance 
Company Limited 
Bajaj Allianz General Insurance Company Limited is one of the new insurance firms that has 
entered into the insurance sector in India, after the Government of India allowed new and 
private firms to operate. It is formed by the partnership of two groups Bajaj Auto Ltd. and 
Allianz Group. Bajaj Auto Ltd., the flagship company of Bajaj Group was incorporated in 
1945, initially to manufacture two and three-wheelers in collaboration with an Italian firm. The 
Allianz Group was founded in 1890 and is one of the leading insurance companies in the world 
with lots of experience in insurance and related services. Cornhill Insurance in the UK, 
Fireman's Fund in the US, RAS s. p. a. in Italy, MMI in Australia are some companies under the 
Allianz Group. 
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These two groups in September 2000, joint together to form Bajaj Allianz General insurance 
company in India. The company provides general insurance in India to both its retail and 
corporate customers. The company has its headquarters in Pune, with branch offices in 
Mumbai, Chermai, Banglore, Baroda, Calcutta and Hyderabad. 
8.53. Other Large Insurance Companies in India 
8.5.3.1. The Oriental Insurance Company 
The Oriental Insurance Company was incorporated at Mumbai on 12'h September 1947. The 
company was wholly owned subsidiary of the Oriental Government Security Life Assurance 
Company Ltd. and was formed to carry out General Insurance business. In 2003 all shares of 
the company held by the GIC of India were transferred to Central Government. Oriental 
Insurance has it headquarters in New Delhi and as on 01.04.2003 had 21 regional offices, 308 
divisional offices and 601 branch offices in various cities of India. The company has 
international offices in Nepal, Kuwait and Dubai. 
8.53.2. National Insurance Company Limited 
National Insurance Company Limited was incorporated in 1906, and has its headquarters in 
Calcutta. As most of the insurance companies of the time, National Insurance Company (NIC), 
was amalgamated in 1972, under the General Insurance Business Nationalisation Act and 
became a subsidiary of GIC, which was fully owned by Government of India. Today, NIC has 
a large network of branches in the country and has international offices in Nepal and Hong 
Kong. It has a significant share in the non-life insurance business or general insurance, in the 
country and provides services to all sorts of retail customers and businesses (which include 
banking, telecom, aviation, shipping, IT, power, oil and energy, agriculture, foreign trade etc. ). 
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8.5.3.3. United India Insurance Company Ltd. 
United India before the new policy for insurance was one of the four subsidiaries of GIC. It has 
its headquarters in Chennai and conducts, both life and general insurance business from its 
1123 offices spread over the country. This network includes 21 regional offices, 313 divisional 
offices and 789 branch offices. The major areas of business for the company are fire, marine, 
motor and miscellaneous insurance, for all its retail and corporate clients. 
8.6 Spatial distribution of Insurance firms in India by the year 2000 
The reasons for the overall skewed development of insurance business are many for example; 
insurance business is highly sensitive to the general socio-economic conditions of the 
region/country concerned (inadequate infrastructure, mass illiteracy and poverty) which in a 
country like India's magnitude multiply. Also there seems to be a positive correlation between 
the economic development of the country and the amount people spend on insurance (which in 
the case of India is low, given the low rates of savings, especially financial form of savings, 
low investment). But the locational strategies of all the insurance firms in India prior to he year 
2000 were similar (since all the insurance firms operating in India before year 2000, were in 
the public sector, therefore, were under strict governmental regulation). According to the 
government regulations, all the firms were to have their offices uniformly set in all the major 
cities. 
Further the offices for all the four then existing firms were categorised as Head offices, 
Regional offices, Divisional offices and Branch offices in the descending order of their status. 
Each office conducted business as per the monetary limitations provided by the firm. 
Therefore, for any major decisions on large sums of money to be conducted at the branch office 
had to be referred to the divisional office, which in turned referred to the regional office and 
finally to the head office. Table 8.7 below shows the total number of offices an insurance firm 
as based on the above, mentioned classification by the year 2000: 
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Table 8.7 The Total Number of Offices of Each Firm 
Oriental National New India United India 
Insurance Insurance Assurance Insurance 
REGIONAL OFF. 21 19 24 24 
DIVISIONAL OFF. 311 254 336 352 
BRANCH OFF. 641 681 738 742 
TOTAL No. OF 31 17 2 
FOREIGN OFFICES 
Source: Office reports of the firms for the year 1999-2000. 
8.7. Data Production 
For the purpose of the data analysis the head office of a firm and its regional offices were 
considered as they conducted corporate business, according to the jurisdiction of the office set 
by their firm. Therefore, the divisional and branch offices, which conducted only retail business 
for a firm, were left out for the next set of data. 
Table 8.8 The Number of Regional Offices Across Cities (2000) 
INSURANCE COMPANIES AHD BLR CAL CHA CHE HYD JAI KAN LKW MUM DEL PUN 
ORIENTAL INSURANCE 111111101221 
NATIONAL INSURANCE CO. 112211101221 
NEW INDIA ASSURANCE 111111110421 
UNITED INDIA 111111101221 
445544413 10 84 
What comes out of the above table 8.8 is, that the number of offices regional offices 
conducting corporate level business, range betweenl to 10. It is seen that Mumbai comes out 
strongly with 10 regional offices of the four firms and New Delhi is the next with 8 offices and 
the city with the minimum number of offices being Kanpur with I office and Lucknow with 3 
regional offices. It was Calcutta and Chandigarh with 5 offices each. Rest of the cities provided 
the same pattern of 4 offlces. 
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But this interpretation was not enough because of which these regional offices were further 
divided on the basis of their status as an office and are shown as the Insurance Activity Data 
Matrix in table AA (in Appendix). This grading of the regional offices of the then existing 4 
insurance firms was not difficult, as each firm had already graded their respective offices and 
provided their status as an office. The scale used by me for further analysis is given below: 
e5 was given to a city having the head office for a particular firm 
04 was given to a city having 3 regional offices in a city 
03 was given to a city having 2 regional offices in a city 
02 was given to a city having I regional office in a city 
40 1 was given to a city having some kind of representation in a city 
8.8. Data Analysis 
The tables above, show if an insurance firm has an office in a particular city or not, along with 
the status of that office in the respective city. Data thus produced by the above methods is 
further analysed and interpreted in different sections and is discussed below. 
The first table in this section is table 8.9, which shows the sum of the service status of offices 
of different sizes (of all insurance firms in a city), which is the service value of insurance firms 
in a particular city. But the sums are not large enough for the interpretation, derived from the 
data matrix in table AA (given in the appendix), therefore, the network links or the 
connectivity scores of a city (i. e. the grand total of interlocking connections) among the various 
offices spread over these cities, were calculated. The conjecture behind using these values is 
that the larger the off ice the more connections it has with other offices in other cities. 
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8.8.1. City -wise Sum of the Service Status of Insurance Offices 
Table 8.9. City-wise Total Service Activity of Insurance 
CITIES Sum 
MUMBAI 14 
NEW DELHI 14 
CALCUTTA 11 
CHENNAI 11 
CHANDIGARH 9 
AHEMDABAD 8 
BANGLORE 8 
HYDERABAD 8 
JAIPUR 8 
PUNE 8 
LUCKNOW 7 
KANPUR 4 
What can be seen here is that at the top of ladder (of insurance firms, showing the service status 
of an insurance firm in a city) are, Mumbai and New Delhi having a sum 14 of each, suggesting 
equal number of offices with the same status situated within the two cities, which was the 
direct effect of the Governmental policy till 2000, where regional offices of all four insurance 
firms were located equally in each city. Also these two cities show a high service status value 
of insurance firms among all the cities. The other two important cities Calcutta and Chennai, 
which come next with the same values again, show a similar pattern of location. The evenness 
of the insurance firms once again can be seen from moderate value cities of Chandigarh 
showing a value of 9, next five cities with 8 each (Ahemdabad, Banglore, Hyderabad, Jaipur 
and Pune). The two cities with low service status values are Lucknow is slightly behind with 7 
and Kanpur being the lowest status of service value among all the cities where insurance is 
concerned. 
8.8.2. City-wise Connectivity Analysis of Insurance Off-ices 
The data produced by the above method is further analysed by using another statistical 
technique to show how the above offices are connected among each other, which are spread 
over these 12 cities in table 8.10. The other statistical technique is used here, is to show the 
nodal connectivity of a city (or the global network connectivity of a city i. e. the grand total of 
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interlocking connections). The conjecture behind using these values is that the larger the office 
the more connections it has with other offices in other cities. This is calculated to show the 
status of city in the service network, showing here is the network of insurance in India. 
Table 8.10 City-wise Connectivity of Insurance Firms 
CITIES CONNECTIVITY 
NEW DELHI 332 
MUMBAI 330 
CALCUTTA 270 
CHENNAI 267 
CHANDIGARH 228 
AHEIVIDABAD 204 
BANGLORE 204 
HYDERABAD 204 
JAIPUR 204 
PUNE 204 
LUCKNOW 181 
KANPUR 106 
The above table 8.10 shows the total connectivity scores between the various regional 
insurance offices in the 12 cities. Among all the cities, New Delhi shows the maximum 
connectivity where insurance offices are concerned, followed by Mumbai. Although the 
number of the offices present in Mumbai and New Delhi were the same and also the sum of the 
service status of the offices is 14 each (as seen in table 8.9), but the connectivity table shows 
that New Delhi is more connected within the network, with a score of 332 and Mumbai slightly 
behind with a connectivity score of 330. 
Other cities showing a high connectivity values for insurance firms are Calcutta, Chennai and 
Chandigarh. Next come five cities, Ahemdabad, Banglore, Hyderabad, Further, the city with 
the maximum connectivity score is New Delhi with a connectivity score of 332 (table 7.10), 
was selected for calculating the proportionate values to its connectivity level (which shows the 
maximum possible linkage), and proportionate values, for all cities were calculated and shown 
in table 8.11, creating a proportional relation matrix. A comparison between table 8.9 (where 
the sum of the service values for insurance are given) and table 8.10 (where the connectivity 
scores are given), show Mumbai tops the connectivity table, whereas New Delhi comes out to 
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be the city with equal sum of service value along with Mumbai (which is most well connected 
for insurance in India). 
Table 8.11 Company Size and Connectivity Scores 
CITIES COMPANY SIZE PROPORTIONATE 
OF FIRMS CONNECTVITY 
AHEIVIDABAD 0.57 0.61 
BANGLORE 0.57 0.61 
CALCUTTA 0.78 0.81 
CHANDIGARH 0.64 0.68 
CHENNAI 0.78 0.80 
HYDERABAD 0.57 0.61 
JAIPUR 0.57 0.61 
KANPUR 0.57 0.31 
LUCKNOW 0.5 0.54 
MUMBAl 1.00 0.99 
NEW DELHI 1.00 1.00 
PUNE 0.57 0.61 
This table shows the cities with high status or service values will have firms with their offices 
in many or most low-status cities but low status cities will not be able to match the range of 
firms with their offices, available in the high-status cities. The above table shows New Delhi 
with the highest connectivity value, which is taken to calculate the proportionate figures. The 
city with the maximum proportionate figure is Mumbai with 0.99. The city, which comes next, 
is Calcutta with a score of 0.81, followed by Chandigarh with 0.68. The cities with moderate 
proportion are the five cities with similar sums and connectivity scores, which are Ahemdabad, 
Banglore, Hyderabad, Jaipur and Pune, with a score of 0.61. The city with a low proportionate 
figure is Lucknow and with the lowest figure being Kanpur, with a score of 0.3 1. 
Finally all the above tables show the two cities that are important for insurance in India are 
New Delhi and Mumbai, be it number of firms or service status of an insurance firm or 
connectivity level within the network. All other cities come next and show a similar level of 
importance and the two cities, which are least important for insurance in India, are Lucknow 
and Kanpur. 
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8.9. Conclusion 
Indian Insurance companies have been operating for a long time, with the first being 
established in the late 18'h and early I 9th century. But the development and growth of insurance 
as a producer service started during the 1980's and more so in the 1990's, when the new 
economic policies (favouring privatisation and foreign participation in the services sector) were 
introduced in India to accommodate globalisation. The traditional structure of the insurance 
sector changed in the year 2000 (which had only government controlled insurance firms), when 
new private and foreign companies were allowed to operate in the insurance sector in the 
country. These companies began to set up their offices in nearly all the major cities of India, as 
collaborators with the new Indian private insurance companies, which were in need of capital 
and expertise. 
Some banks have also signed MOU 's with insurance firms giving way to bancassurance 
(which symbolises a French term, the convergence of banking and insurance). State Bank of 
India, Vyasa Bank and J&K Bank already have joint ventures in life insurance. Vijaya Bank 
and Punjab National Bank are in the midst of finalising life and non-life ventures 
(http: //www. banknetindia. com/finance/ibanc. htm accessed on June 2004). 
Today New India Assurance Company continues to be the number one insurer in the country 
with a premium income of Rs. 4028.3 crores and ICICI Lombard General has emerged as the 
largest private sector insurer with a premium income of Rs. 506.7 crores, which gives it a share 
of 22.1% among private companies. The market share of state-owned non-life insurers has 
shrunk from 90.5% to 85.8% in 2003-04. Of the 4 public sector undertakings (i. e. PSU' s or the 
four initial general insurance firms), only National Insurance has managed an increase. 
According to figures released by IRDA, the non-life industry grew 13% in 2003-04 to Rs. 
16,118 crores. Of this private sector companies accounted for Rs. 22,90.7 crores, while 
remaining Rs. 13,827 crores was booked by 
(http: //www. banknetindia. com/finance/news. htm accessed on June 2004). 
Psul 
Till the year 2000, the number of insurance firms was four, which conducted non-life insurance 
business (i. e. general insurance at retail and corporate level). These 4 firms were evenly 
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distributed in the country, with each big city having nearly the same number of regional 
offices. Although, today, besides the public sector insurance firins, there are a number of new 
private and foreign insurance firms operating in India, mainly from offices built in all major 
Indian cities. 
The data analysis show, the cities of New Delhi and Mumbai, to be the two most important 
cities for insurance in India, followed by Calcutta and Chennai. The connectivity score show 
New Delhi and followed by Mumbai, to be the most connected cities in the country for 
insurance offices. Again the two cities of New Delhi and Mumbai, show an eaqual and 
maximum sum of service values in the country, followed by Calcutta and Chennai. The city, 
which, comes out rather significantly in this analysis, is Chandigarh, which is less important for 
other producer services, based on similar sort of analysis. The cities that come out at the bottom 
of the data analysis table and seem to be least important for insurance sector in India, which are 
Lucknow and Kanpur. There other remaining cities show similar level of service value offices 
and similar distribution pattern of offices. 
Therefore, it can be said that as compared to other 3 producer services, the offices of Insurance 
firms in India were quite evenly distributed within the country before the year 2000 and were 
governed by the then prevailing rules of the public sector. There was equality in distribution of 
offices with similar sort of service value offices being located in major cities. This can be seen 
in Table 8.8, where the number of similar sort of service value offices (regional offices) of all 4 
insurance firms across the 12 cities in the year 2000, is more or less the same. 
After the year 2000, the insurance sector underwent major structural and policy changes which, 
brought with them private and foreign participation in the insurance sector. Overall the 
development of the insurance as a private sector in India is very recent and is still ongoing. 
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CHAVUR 9 
FROM INDIAN URBANISATION TO INDIAN GLOBALISING 
CITIES 
9.1. Introduction 
India is traditionally a land of villages, but contemporary urban studies (Mishra 1991; Singh 
and Kumar, 1999) show that the level of urbanisation and metropolitan-isation in the country 
has brought about a major change in the Indian landscape, resulting in the growth of large 
number of towns and cities. The population size has also increased manifold in the existing 
cities, and a number of new million cities have come up, since 1951, in India and more so since 
1970's and 1980's (when India entered the first stage of economic globalisation). This increase 
in population sizes of the cities can be attributed to the enhanced economic activity in the cities 
that attract never ending large rural population to towns and cities, in search of employment 
and better quality of life. Further more in 1990's with the economic globalisation there was an 
influx of a number of new domestic and foreign trans-national firms into all areas of the Indian 
economy (as discussed in chapter 2), and they starting acting as the main players in the 
economic change and the changing landscape. Therefore, today Indian cities can be seen as 
gigantic entities of socio-cultural and economic nature, with large population sizes. 
The trans-national firms brought with them the investment capital, expertise (in terrns of new 
technology, and R&D) mainly in the industrial and the services sector, which changed the 
structure of the economy. This further led to the growth of producer services (as discussed in 
Chapters 2,3 and 5 to 8) mainly IT, finance, banking and insurance, that have been further 
instrumental in changing the structure of major Indian cities. Cities that were effected most of 
all were the ones which experienced the opening up of new offices / branches by the trans- 
national firms such as Mumbai, New Delhi, Banglore, Chennai and Calcutta. Other cities that 
have experienced same kind of globalisation were Hyderabad, and Pune due to opening up of 
Software Technology Park's in these two cities. 
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Mumbai experienced globalisation due to the setting up of offices mainly by financial 
companies, advertising and accountancy firms (not so much the insurance firms, as the 
distribution of offices of the insurance companies till the year 2000 was regulated by the 
government, as discussed in chapter 8). New Delhi experienced globalisation because of two 
factors: first it is the National Capital where its political role surpasses its socio-cultural role 
and second being economic factor, where the trans-national firms opened up their offices near 
to other services based on government regulation (since Reserve Bank of India initially gave 
permission to foreign firms to open up their offices in Mumbai and New Delhi only). 
Today Mumbai has the largest number of offices of all producer services firms, be it 
advertising, banking and other financial services offices or accountancy firms. Also Bollywood 
operates from there in order to produce its 1000's of films each year. Whereas New Delhi has 
associated services that have come up in the city like the call-centres in and around New Delhi, 
operating as back offices of large trans-national utilities firms. This has brought the much- 
needed foreign capital to transform the landscape of New Delhi and the surrounding National 
Capital Region. 
Therefore, this chapter helps to understand the process and level of urbanisation in India and 
the level of globalisation that has taken place in the 12 major Indian cities selected by me and 
to further, judge if any of these cities show strong signs of becoming global cities. The 
explanation of the traditional and present city system in India, with the changes that were 
brought about by globalisation in these major cities, mainly due to the influx of trans-national 
companies, forms major part of the chapter. Also it looks into the new urban conditions created 
by the large number of producer services firms operating now from these 12 cities and if any 
Indian global cities can be identified, on the basis of their operations from these cities. Further, 
the inter-city connectivity of the selected, four producer services firms show the level of 
service value offices of these firms in a particular city. 
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9.2. Historical Background of Indian Cities 
Existence of cities in India can be traced back to as early as third Millennium BC. The 
urbanisation as the process in India is very old and long, dating back to 2350BC to 1750BC of 
Harappan planned urbanism and continued till the 600 AD up to the fall of Gupta period. With 
a brief dormant period, the urban development vigorously revived through the Turks and 
Sulante period and this continued incessantly through the great Moghul period during the 
Medieval Period in Indian history (Mishra, 1998). 
Urbanisation during the Moghal period spread out all the way from Srinagar in the north to 
Madurai in the south and Chittagong in the east to Badodara in the west but it was due to 
revival of old cities rather than the establishment of new towns and cities. It was during this 
period that urbanisation reached its zenith again, a lapse of 1800 years since the Mauryan 
period. The country witnessed political stability for over 200 years. During this period the old 
cities revived and some new ones established. At the apex were 16 metropolitan cities - Agra, 
Sikri, Delhi, Ahemdabad, Cambay, Ellichpur, Burhanpur, Ajmer, Ujjain, Mandu, Awadh, 
Lucknow, Varanasi, Jaunpur, Bihar and Cuttock. A great many big and small metropolises 
existed as symbolic of expression of cultural excellence, economic prosperity and organised 
social fabric of the contemporary societies (Mishra, 1998). 
With the advent of British and then the establishment of British Empire, the urban boom shot 
up with the establishment of satellite port cities and major surplus collection railway centres. 
The port cities of Calcutta (Kolkata), Mumbai (Bombay) and Chennai (Madras) grew and 
prospered as the parasitic urban nodes, sending out primary goods for building and maintaining 
the industrial establishments in Great Britain. The British Empire was drawn towards Calcutta 
(Kolkata) making it the capital of British India. 
In 1800, India had about 16 cities with one lakh (100,000) or more population and then there 
were 1500 other towns. Its urban population amounted to II%. Varanasi was the largest city 
followed by Calcutta, Surat, Patna, Madras, Bombay and Delhi. Delhi's Population was 
150,000. In 1900 Calcutta was the largest Indian city with 930,000, followed by Greater 
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Bombay (Mumbai) with 810,000 (Miahra 2000)1. Millionaire cities were recorded for the first 
time in India in 1911 (Table 9.1), which were Calcutta and Mumbai. Calcutta being the capital 
city then attracted a large number of people (1.75 million) for various reasons and Mumbai 
with a population size of 1.02 million came to be at the number-two position. 
Then came India's independence where the post-independence urbanisation in India was 
marked by a number of characteristics. There was rapid increase in population of class I cities 
(cities with 100,000+ population); accelerated rural -urban migration leading to over 
congestion and heavy pressure on urban amenities; building of new capital cities like 
Chandigarh, Gandhinagar, and Bhubnaeshwar; construction of new industrial cities and 
townships like Bhilai, Rourkela etc.; physical expansion of large cities to form urban 
agglomerations, among many other characteristics. The level of urbanisation in India varied 
from state to state depending upon the density of population and the level of economic 
development in that particular state. But the main story was the rise of millionaire cities. 
The demographic upheavals consequent on independence produced 5 millionaire cities by 
1951namely Mumbai, Calcutta, New Delhi, Chermai and Banglore. By the year 1981 this 
number of 5 millionaire cities had increased to 13. This was the first stage of India's economic 
globalisation. It was during the decade (1981-1991), that the number of these millionaire cities 
increased from 13 to a massive 23 and thus, was called "the decade of metro-politanisation". 
This is also when Mumbai finally took over Calcutta, as India's largest city with a population 
size of 12.6 million as compared to Calcutta's 11.02 million (table 9.1). 
It was in 1991 (as discussed in earlier chapters) that new economic policies were introduced in 
the country with a number of changes brought about in various fields of the economy. The 
cities as targets of the economic globalisation in the country attracted the rural population that 
then migrated to the big cities in search of employment and better way of life. Also improved 
social and political conditions further helped the population to rise in the cities. Therefore, the 
number of million cities further went up from 23 in 1991 to 35 in the year 2001. 
' Note that there were no 'millionaire' cities at this time, and only one other city had a population of more than 
half a million - Madras (Chennai) (Mishra 2000). 
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Table 9.1 Population of Cities of India (in Millions) 
RANK UA/CITY 
IN 
2001 
2001 1991 1981 1971 1961 1951 1941 1931 1921 1911 
1 Greater 16.36 12.6 8.24 5.97 4.15 2.97 1.69 1.27 1.24 1.02 
Mumbai 
2 Calcutta 13.21 11.02 9.19 7.42 5.98 4.67 3.62 2.14 1.88 1.75 
3 Delhi 12.79 8.42 5.73 3.65 2.36 1.44 
4 Chennai 6.42 5.24 4.29 3.17 1.94 1.53 
5 Banglore 5.68 4.34 2.55 1.8 1.25 1.13 
6 Hyderabad 5.53 4.13 2.29 1.66 1.21 
7 Ahemdabad 4.51 3.31 2.55 1.75 1.21 
8 Pune 3.75 2.49 1.69 1.14 
9 Surat 2.81 1.52 
10 Kanpur 2.69 2.03 1.64 1.28 
11 Jaipur 2.32 1.52 1.02 
12 Lucknow 2.26 1.67 0.01 
13 Nagpur 2.12 1.66 1.3 
14 Patna 1.7 1.1 
15 Indore 1.63 1.11 
16 Vadodara 1.49 1.13 
17 Bhopal 1.45 1.06 
18 Coimbatore 1.44 1.1 
19 Ludhiana 1.39 1.04 
20 Kochi 1.35 1.14 
21 Visakhapanam 1.32 1.06 
22 Agra 1.32 
23 Varanasi 1.21 1.03 
24 Madurai 1.19 1.09 
25 Meerut 1.16 
26 Nasik 1.15 
27 Jabalpur 1.11 
28 Jamshedpur 1.1 
29 Asansol 1.09 
30 Dhanbad 1.06 
31 Faridabad 1.05 
32 Allahabad 1.04 
33 Amritsar 1.01 
34 Vijayawada 1.01 
35 Rajkot 1 
Note: Based on Urban Agglomeration/ city, having more than I million population in 2001. 
Source: Source: Census of India, in Singh and Kumar (1999) and Census of India, 2001 
(http: //www. niua. orv-/newniuaorg/table a] 2. htm accessed in June 2004. 
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93. Current City System in India 
The census of India from its very inception has used a particular concept of town and village 
for presenting population statistics and classifying urban places. In the case of urban places 
they have used two terms: town and UA (urban agglomeration). An UA denotes a continuous 
urban spread and normally consists of a town and its adjoining urban outgrowths (ogs), or two 
or more physically contiguous towns together with contiguous well recognised out growths, if 
any, of such towns. 
All towns and UA s are classified into six size classes: 
Class I with 100,000 and more population 
Class Il with 50,000 to 99,999, population 
Class III with 20,000 to 49,999, population 
Class IV with 10,000 to 19,999, population 
Class V with 5000 to 9999, population 
Class VI with less than 5000, population 
9.3.1. Functional Characteristics of Cities in India 
There is another way for the classifying towns in India known as the functional classification of 
towns, which indicates the activity mix of urban places. Census of India has identified 10 main 
functions. These are: 
A. Primary Activities: I Cultivators, 11 Agricultural Labourers, III Livestock, Forestry, Fishing, 
IV Mining and Quarrying 
B. Industry: V Manufacturing, Processing, Servicing and Repairs, VI Construction 
C. Trade: VII Trade and Commerce 
D. Transport: VIII Transport, Storage and Communication 
E. Services: IX Other Services 
One such example where the cities have been classified is that of the Metro-politan cities, 
where these cities are urban centres with over 75% population engaged in the non-agricultural 
sector and a large number of females being employed. In Post- Independence period, India has 
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observed a new pattern of urban growth known as metro-politanisation. These metropolitan 
cities have shown high levels of urbanisation during past few decades and this is where most of 
the economic globalisation process is taking placed (as discussed in later part of this chapter). 
These are the cities that have been selected for this study. 
9-3.2. Urbanisation and Metro- politanisation linked to economic globalisation 
Linking India with the world economy would lead to massive inflows of capital from outside as 
also a rise in investment. This in turn would give an impetus to the process of urbanisation 
since much of the investment and consequent increase in employment would be either within or 
around the existing urban centres (Kundu, 2003). The result of the economic globalisation that 
took place in India was, the annual growth rate (exponential) of urban population in India went 
down from 3.1% during 1981-91 to 2.7% during 1991-2000 (as shown in table 9.2). This 
reinforces the declining trend of urbanisation in the country, against an all-time high growth of 
3.8% during 1971-8 1. 
Table 9.2. Growth Rate of Urban Population (1901-2001) 
YEAR NO. OF TOWNS % URBAN TO ANNUAL EXP. GROWTH 
I UA's TOTAL POPULATION OF URBAN POPULATION 
1901 1827 10.84 N. A. 
1911 1815 10.29 0.03 
1921 1949 11.18 0.79 
1931 2072 11.99 1.75 
1941 2250 13.86 2.77 
1951 2843 17.29 3.47 
1961 2365 17.97 2.34 
1971 2590 19.91 3.21 
1981 3378 23.34 3.83 
1991 3768 25.72 3.09 
2001 4368 27.78 2.73 
Note: Estimated population has been taken for Assam and Jammu and Kashmir in 1981 and 
1991 respectively. 
Source: Kundu, 2003 
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93.3. Indian Mega-Cities and Global Cities 
The Census of 1981 classification for the first time introduced the term mega-cities, which is 
defined at that time as the cities with a population more than five million. In 1991 among the 
23 million cities of India, four were classified as mega cities. These four mega-cities were 
Mumbai (Bombay), Kolkata (Calcutta), Delhi and Chennai (Madras). They together account 
for almost one-fourths of the total population living in class I cities of India, and 52.68% of the 
population of all the 23 million cities of the country. 
Cities like Mumbai, New Delhi, Calcatta, Chennai and Hyderbad have been important 
economic centres since long, but other cities like Banglore, Ahemdabad, Lucknow, Kanpur, 
Chandigarh, Pune and Jaipur showed signs of increased economic activity, mainly during the 
time when the economic reforms were being made to accommodate conditions of globalisation 
in the country. Banglore in the 1980's, gained importance due to the location of computer 
industry and attracting large number of multi-national firms. 
These cities attracted a lot of foreign companies to open their offices here because of their 
existing infrastructure in these cities. In the last two decades these cities have showed an 
increase in the number of offices foreign firms operating from here. A large number of 'call- 
centres' also came up around Mumbai, Delhi, Banglore and Hyderabad. Some call-centres are 
operating as back offices to the large corporations. Some big producer services firins have also 
opened up their call centres in these cities suggesting an increase in the level of globalisation. 
Further, Indian cities with their distinct characters, show different levels of globalisation and 
patterns, which are quite distinct as compared to those in rest of the world. Few major Indian 
cities do provide evidence of globalisation but, do not come anywhere near the level of being 
called global citieS2 . Based on worldwide studies of cities in contemporary globalisation Indian 
2 Beaverstock, Smith and Taylor (1999) in their study (based on Sassen's model of, operations of the producer 
services firms within a city and their networking, within different cities of the world), studied the level of 
globalisation in all the major cities of the world and classify them as world cities or global cities. For this 
empirical exercise they used the data bank of 69 firms over 263 cities and 4 producer service sectors, to identify 
a roster of 55 world cities. For each of the four service sectors - advertising, accountancy, banking and law - 
they went beyond simple offices and status of an office presences in cities, by using quantitative measures of 
the size of offices and status of an office in the firm's organisation, where that was available. Global services 
centres were identified and graded for accountancy, advertising, banking/finance, and law. Aggregating these 
results produced a roster of 55 cities at three levels: 10 Alpha world cities, 10 Beta world cities and 35 Gamma 
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cities do not feature as global cities. Beaverstock, Smith and Taylor (1999) in the results of 
their study further suggested Mumbai and New Delhi showed relatively strong evidence of 
world city formation and in another category Banglore, showed minimal evidence of world city 
formation. Other Indian Mega cities did not show any signs of becoming global cities of the 
future. The city closest to being called a global city is Mumbai (Taylor, 2004). 
Taylor (2002) classified major world cities in Global cities only (based upon advanced 
producer service functions), Mega cities only and those, which were both Global and Mega 
cities. This classification is given below in table 9.3: 
Table 93. The Global, Mega and Both Global and Mega Cities of the World 
GLOBAL ONLY 
Chicago 
Singapore 
Hong Kong 
Frankfurt 
Zurich 
San Francisco 
Amsterdam 
Milan 
Madrid 
Taipei 
Budapest 
MEGA ONLY 
Shanghai 
Mumbal 
Seoul 
Beijing 
Rio de Janeiro 
Kolkata 
Jakarta 
Cairo 
New Delhi 
Lagos 
Dacca 
Karachi 
Tianjin 
GLOBAL & MEGA 
Tokyo 
New York 
Los Angeles 
Sao Paulo 
Osaka 
London 
Mexico 
Buenos Aires 
Paris 
Moscow 
Source: Taylor, 2002 
The above table shows that the major cities of the world today are large entities or sites for 
production and consumption of advanced producer services (Sassen, 1991), which include 
cities Frankfurt, Singapore, etc. Others cities shown in the above table are mega-cities, which 
are entities of large population, which is where three major Indian cities can be identified, 
namely, Mumbai, Calcutta (Kolkata) and New Delhi. Whereas, some cities shown, are both 
Global and Mega cities which are very large mega cities which perform all functions of global 
cities, e. g. London, New York, Tokyo, etc. 
world cities. These cities were found to be largely geographically concentrated in three 'globalised arenas', 
Northern America, Western Europe and Pacific Asia. Since, all the producer services firms operating within the 
world and major cities of India were taken for the classification into world cities and global cities, the results 
showed none of the Indian cities qualifying as global cities. 
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9.4 Configuration of Indian Cities showing evidence of globalisation 
Based on the above discussion on functions of the cities, I have tried to look into different 
functions of the Indian cities with a fuller explanation of the particular patterns emerging for 
the different sectors. Based on the Q-mode and R-mode results in the previous chapters, I have 
tried to pick up the major components and name them along with providing function for all the 
12 cities for 3 services (insurance did not have adequate data for analysis). 
Table 9.4 Showing Configurations of Cities and Services in India 
Cities Banking Accountancy 
Mumbai Q- mode Minor Cyber City/ Distinctive 
Linked to Jaipur Service mix 
R-mode Global City Global City 
Articulation Articulation 
New Delhi Q- mode Linked to Jaipur Capital City 
R-mode Capital City Capital City 
Articulation Articulation 
Chennai Q- mode Major Cyber City Major City 
R-mode Major Southern City No Articulation 
Articulation 
Calcutta Q- mode Distinctive 
Service mix 
R-mode Eastern City 
Articulation 
Banglore Q- mode Capital City Articulation 
R-mode Major Southern City 
Articulation 
Hyderabad Q- mode Major Cyber City 
R-mode No Articulation 
Ahemdabad Q- mode North-western Link 
R-mode No Articulation 
Pune Q- mode Distinctive 
Service mix 
R-mode No Articulation 
Jaipur Q- mode Major City 
R-mode No Articulation 
Minor City 
Eastern City 
Articulation 
Minor City/ 
Cyber City 
No Articulation 
Southern City 
No Articulation 
Minor City 
No Articulation 
Cyber City 
No Articulation 
Western City 
No Articulation 
Advertising 
Distinctive 
Service mix 
Global City/ Cyber City 
Articulation 
Capital City/ 
Northern City Links 
Capital City 
Articulation 
Distinctive 
Service mix 
Major Southern City 
Articulation 
Capital City Link 
Eastern City 
Articulation 
Cyber City 
Major Southern City 
Articulation 
Cyber City 
Major Cyber City 
Articulation 
Cyber City 
Western City 
Articulation 
Minor City 
No Articulation 
Major Northern City 
No Articulation 
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Chandigarh Q- mode North-western Link 
R-mode No Articulation 
Lucknow Q-mode Minor Cyber City/ Minor 
North-western Link 
R-mode No Articulation 
Kanpur Q-mode North-western Link 
R-mode No Articulation 
Capital City Link 
No Articulation 
Northern City 
No Articulation 
Northern City 
No Articulation 
Major Northern City 
No Articulation 
Minor Northern City 
No Articulation 
Minor City 
No Articulation 
Source: Derived from tables 5.12,5.14,6.8,6.10,7.9 and 7.11 
In table 9.4 the appearances of the 12 cities in the various principal components are listed. 
Based on the principle component analyses, Q-mode and R-mode results in the previous 
chapters 5-8 respectively, wherever a city comes out distinctly the component has been defined 
and labelled. The position of each city within the various configurations previously identified 
are analysed and listed below: 
9.4.1. Mumbai 
Mumbai is clearly the most important city in the country for producer services. According to 
table 9.4 Mumbai has been interpreted as global city with its global city articulation for the 
three sectors (banking, accountancy and advertising) based on R-mode analysis. It further 
shows a distinctive mix of services for accountancy and advertising based on the Q-mode 
analysis. However for banking according to the Q-mode analysis has got links to Jaipur and 
other minor links to the cyber cities in the country. To confirm its global role requires 
information on links beyond India (which are experimented with in Chapter 10). 
9.4.2. New Delhi 
New Delhi is the most important city in the northern part of the country for producer services 
along with being the National Capital. According to table 9.4 it is clearly a city with its capital 
city articulation for the three sectors (banking, accountancy and advertising) based on R-mode 
analysis. It further shows links to other northern cities for advertising based on the Q-mode 
analysis. However for banking according to the Q-mode analysis its has got links to Jaipur. 
9.4.3 Chennai 
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Chennai is clearly the most important city in the southern part of the country for producer 
services along with being the Capital city of Tamil Nadu. According to table 9.4 it is clearly a 
city with a major southern city articulation for the two sectors (banking and advertising) based 
on R-mode analysis but for accountancy it does not have any articulation. It further shows links 
to other cyber cities for banking based on the Q-mode analysis. However for accountancy 
according to the Q-mode analysis it has got links to other cities making it a major southern city. 
For advertising it has distinct service mix. 
9.4.4 Calcutta 
Calcutta is clearly the most important city in the eastern part of the country for producer 
services along with being the Capital city of West Bengal. According to table 9.4 it is clearly a 
city with its major eastern city articulation for the three sectors (banking, accountancy and 
advertising) based on R-mode analysis. However for accountancy according to the Q-mode 
analysis its has got links to other cities making it a major eastern city. For banking it has 
distinct service mix and for advertising it has capital city links. 
9.4.5 Bangalore 
Banglore is the most important city in the southern part of the country for producer services 
along with being the Capital city of Karnataka. According to table 9.4 it is clearly a city with its 
major southern city articulation for the two sectors (banking and advertising) based on R-mode 
analysis but for accountancy it does not have any articulation. It further shows links to other 
cyber cities for accountancy and advertising based on the Q-mode analysis. However for 
banking according to the Q-mode analysis its has got links to capital city making it a major 
southern city linked up north. 
9.4.6 Hyderabad 
Hyderabad is one the most important cities in the southern part of the country for producer 
services along with being the Capital city of Andra Pradesh. According to table 9.4 it is a city 
with no city articulation for the two sectors (banking and accountancy) based on R-mode 
analysis but for advertising it has got major cyber city articulation which links it up with other 
cyber cities in the southern part of the country. It further shows links to other cyber cities for 
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banking and advertising based on the Q-mode analysis. However for accountancy according to 
the Q-mode analysis it a major southern city linked to other cities. 
9.4.7 Ahemdabad 
Ahemdabad is one the most important city in the western part of the country for producer 
services along with being an important business city of Gujarat. According to table 9.4 it is a 
city with no city articulation for the two sectors (banking and accountancy) based on R-mode 
analysis but for advertising it has got western city articulation which links it up with other cities 
in the north western part of the country. It further shows links to other north -western cities for 
banking and for advertising it is linked to the cyber cities based on the Q-mode analysis. 
However for accountancy according to the Q-mode analysis it a minor western city linked to 
other cities. 
9.4.8 Pune 
Pune is an important city in the western part of the country for producer services along with 
being an important business city of Maharashtra. According to table 9.4 it is a city with no city 
articulation for the three sectors (banking, accountancy and advertising) based on R-mode 
analysis. It further shows distinctive service mix for banking and for accountancy it is linked to 
the cyber cities based on the Q-mode analysis. However for advertising according to the Q- 
mode analysis it comes out as minor city linked to other cities. 
9.4.9 Jaipur 
Jaipur is an important city in the western part of the country for producer services along with 
being an important business city of Rajathan. According to table 9.4 it is a city with no city 
articulation for the three sectors (banking, accountancy and advertising) based on R-mode 
analysis. It further shows it is a major city for banking and for accountancy it is an important 
western city based on the Q-mode analysis. However for advertising according to the Q-mode 
analysis it comes out as major northern city linked to other cities. 
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9.4.10 Chandigarh 
Chandigarh is an important city in the northern part of the country for producer services along 
with being an important business city of states of Punjab and Haryana. According to table 9.4 it 
is a city with no city articulation for the three sectors (banking, accountancy and advertising) 
based on R-mode analysis. It further shows it has north -western city links for banking and for 
accountancy it is an important capital city link based on the Q-mode analysis. However for 
advertising according to the Q-mode analysis it comes out as major northern city linked to 
other cities. 
9.4.11 Lucknow 
Lucknow is an important city in the northern part of the country for producer services along 
with being an important business city of state of Uttar Pradesh. According to table 9.4 it is a 
city with no city articulation for the three sectors (banking, accountancy and advertising) based 
on R-mode analysis. It further shows it has minor north -western city links along with minor 
cyber city links for banking and for accountancy it is an important northern city based on the 
Q-mode analysis. However for advertising according to the Q-mode analysis it comes out as 
minor northern city linked to other cities. 
9.4.12 Kanpur 
Kanpur is an important city in the northern part of the country for producer services along with 
being an important business city of state of Uttar Pradesh. According to table 9.4 it is a city 
with no city articulation for the three sectors (banking, accountancy and advertising) based on 
R-mode analysis. It further shows it has north -western city links for banking and for 
accountancy it is an important northern city based on the Q-mode analysis. However for 
advertising according to the Q-mode analysis it comes out as minor city linked to other cities. 
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The main discriminating results in table 9.4 are for R-mode analysis showing which cities 
articulate services. Working backwards Kanpur, Lucknow, Chandigarh, Jaipur and Pune 
exhibit no articulations and are therefore, confirmed as not being major producer services 
centres. Ahemdabad and Hyderabad have just one articulation each, Chermai and Banglore 
have two, leaving only Calcutta, New Delhi and Mumbai articulating all three services reported 
in table 9.4. The surprise is, perhaps, Calcutta and reflects its total domination of its region. 
The previous description of roles in configurations has been derived from the sector-by-sector 
analyses of earlier chapters. An alternative way of bringing our understanding of the cities is to 
combine the data into a single matrix and produce composite service analyses for all the four 
producer services taken together. Such analysis will weight the service sectors by the number 
of firms studied. 
9.5. Composite Data Matrix 
To understand the globalisation process in the selected cities having important producer 
services firms and functional networks, a composite data matrix was produced where all the 
data matrices for each of the four producer services (their data matrices represented in their 
respective chapters), were collectively taken for the purpose of producing a composite data 
matrix: the Producer Services Activity Matrix. This matrix (table A. 5 in appendix 1) has all 
the 121 producer services firms presented on the x-axis and 12 cities on the y-axis. The 
statistical methods used for composite data analysis are Principal component analysis (Varimax, 
Rotated Method) to break down the data, R-mode analysis, Q-mode analysis and also the 
Connectivity scores were calculated and interpreted in different sections and is discussed 
below. 
9.6. Composite Analyses 
The first table in this section is table 9.5, which shows the sum of their service value (i. e. office 
status of all producer services firms of different sizes put together in a particular city). These 
results show the cities in terms of their 'nodal size' within Indian producer service offices 
networks. 
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9.6.1. City- wise Sum of Service Values 
Table 9.5. City-wise Total Service Activity of Producer Services 
CITIES Sum 
MUMBAI 365 
NEW DELHI 323 
CHENNAI 248 
CALCUTTA 212 
BANGLORE 204 
HYDERABAD 136 
AHEMDABAD 71 
PUNE 63 
JAIPUR 54 
CHANDIGARH 45 
LUCKNOW 32 
KANPUR 28 
The result of the above table 9.5 shows that Mumbai has the highest service value for all the 
four producer services taken together with a large score of 365. Mumbai has the highest level 
of globalisation based on number of producer services firms operating in a city, conducting 
corporate and international business from their offices. Mumbai is closely followed by New 
Delhi with equally large number of producer services firm of 323 (this pattern, of Mumbai and 
New Delhi as the top two cities, is also true for all the producer services analysed individually). 
These scores of 365 and 323 make Mumbai and New Delhi respectively, the two most 
globalised cities in the country. 
The other cities that show strong presence of these producer services firms are Chermai with a 
score of 248 at number-three position. This is true for all the services except for accountancy 
sector where Calcutta has an edge over Chennai. The next two cities come out to be, Calcutta 
with 212 and Banglore with 204. Hyderabad with a score of 136 appears, at the sixth position 
(when taken collectively and for all the four producer services analysed individually). Among 
the 12 cities Hyderabad, Ahemdabad, Pune, Jaipur, Chandigarh and Kanpur respectively have a 
relatively small number of producer services firms. Therefore, these cities have a low service 
value score as shown in the above table, where Ahemdabad has a score of 71, Pune 63, Jaipur 
54 and Chandigarh is with a score of 45. The two cities with the lowest score happen to be 
Lucknow with 21 and Kanpur with 35. 
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9.6.2. City- wise Connectivity Analysis for Producer Services Firms in India 
In order to understand connections between Indian cities, the connectivity scores (i. e. the total 
number of linkages of these offices in a city have with offices in another city) were calculated 
(given in table 9.6). 
Table 9.6. Cities ranked by Connectivity in sectors 
CITIES ACCOUNTANCY ADVERTISING BANKING INSURANCE 
AHEMDABAD 8776 
BANGLORE 5456 
CALCUTTA 2543 
CHANDIGARH 11 10 11 5 
CHENNAI 3334 
HYDERABAD 7666 
JAIPUR 12 996 
KANPUR 9 12 10 12 
LUCKNOW 10 11 12 11 
MUMBAI 1112 
NEW DELHI 4221 
PUNE 6886 
Mumbai has the highest level of connectivity for all the services except in the insurance, where 
Mumbai was only marginally behind New Delhi. The city that came out next as a well- 
connected city was New Delhi, except in accountancy where New Delhi was behind Calcutta 
and Chennai. The city next in the ladder was Chennai (which was mainly leading in the 
banking and advertising sector). The cities that come next are Banglore, Hyderabad, 
Ahemdabad and Pune followed by other cities that have low connectivity level for all the 
producer services taken together. 
But when calculated combined (i. e. for all the producer services firms collectively) the 
outcome of the above table was different and is provided in a descending order in table 9.7. 
Here again the outcome was the same with Mumbai topping the list with a score of 4761 
closely followed by New Delhi with a score of 4333. The other cities with high level of 
connectivity are Chennai, Banglore and Calcutta, all showing connectivity level of over 3000. 
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Table 9.7. City-wise Combined Connectivity of Producer Services 
CITIES 
MUMBAI 
NEW DELHI 
CHENNAI 
BANGLORE 
CALCUTTA 
HYDERABAD 
AHEMDABAD 
PUNE 
JAIPUR 
CHANDIGARH 
LUCKNOW 
KANPUR 
COMBINED 
CONNECTIVITY 
4761 
4333 
3605 
3119 
3108 
2320 
1374 
1091 
862 
717 
540 
468 
Without doubt the above table shows Mumbai as the most well connected city in the country 
for all the producer services taken together, closely followed by New Delhi with a connectivity 
level of 4333. The other cities with high level of connectivity are Chennai with 3605, Banglore 
3119 and Calcutta 3108. The city showing a moderate connectivity level collectively is 
Hyderabad with 2320, followed by Ahemdabad with 1374 and Pune with 1091. The cities with 
a low connectivity level of under a 1000 are Jaipur with 862, Chandigarh with 717 and 
Lucknow with 540. The city at the end of the table is Kanpur with a connectivity level of 468. 
Further, a comparison, where the sums of the service value and connectivity scores of cities 
were done. The city with the highest service sum and connectivity value, i. e. Mumbai was 
taken and proportions to its service value and connectivity levels for all cities were calculated 
and shown in table 9.8. 
Table 9.8 Comparing Sums and Connectivity Scores as Proportions of Mumbai 
CITIES 
AHEMDABAD 
BANGLORE 
CALCUTTA 
CHANDIGARH 
CHENNAI 
HYDERABAD 
JAIPUR 
KANPUR 
LUCKNOW 
MUMBAI 
NEW DELHI 
PUNE 
PROPORTIONATE SUM 
0.12 
0.28 
0.30 
0.11 
0.49 
0.18 
0.12 
0.05 
0.08 
1.00 
0.96 
0.11 
PROPORTIONATE CONNECTIVITY 
0.28 
0.65 
0.65 
0.15 
0.75 
0.48 
0.18 
0.09 
0.11 
1.00 
0.91 
0.22 
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The table 9.8 repeats previous orderings of the cities but there is one new result. With the 
exception of New Delhi, connectivity proportions are higher than nodal proportions. This 
tendency is to be expected because with connectivity, large city services are incorporated into 
the connectivities of lesser cities. However the exception of New Delhi is instructive. It 
suggests that although it has nearly the same number of services as Mumbai, it is less well 
connected to other Indian cities i. e. it is not the economic centre of the country. The other cities 
with moderate proportionate scores are Banglore and Calcutta (exchanging their positions in 
the two columns). The city that comes next is Hyderabad. The cities with a low score were 
Ahemdabad, Pune, Jaipur, Chandigarh and Lucknow. Again the city at the bottom of the list 
was Kanpur, with it having the least proportionate sum of all firms and least proportionate 
connectivity to Mumbai. 
9.7. Q-Mode Principle Component Analysis 
For further break down of the data presented in table A. 5 (in the appendix 1) the composite 
producer services firms table, another statistical technique called Q- mode Principle 
Component analysis, as used in previous chapters was applied here. The Q-mode analysis is 
used to show regional/ strata of cities. Therefore, the input is the number of cities and the 
output is the scores on firms. The loadings were over the value of 0.4 and for the scores the cut- 
off value was 1.5. The results showed that 61.32 % of data had been explained with 4 
components using this method of data reduction. The results are shown below in table 9.9 and 
the scores, which are the outcome, are provided in table 9.10. Following the tables, the results 
that have been interpreted by me, on the knowledge of the type of firms operating from a 
particular city, have been provided. 
Table 9.9. Q-mode Analysis: Component Loadings 
CYBER NORTHERN INDUSTRIAL EASTERN 
CITIES CITIES CITIES CITY 
. 701-. 
900 BANGLORE JAIPUR PUNE CALCUTTA 
0.81 0.80 0.78 0.87 
HYDERABAD CHANDIGARH 
0.73 0.79 
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. 551-. 
700 CHENNAI NEW DELHI KANPUR 
0.69 0.64 0.62 
MUMBAI 
0.63 
. 401-. 550 AHEMDABAD 
LUCKNOW AHEMDABAD 
0.46 0.53 0.46 
Table 9.10 Q-mode Analysis: Component Scores 
Cyber Cities Northern Cities Industrial Cities 
Mudra Comm. Ltd. Appeal Adv. & Mkt. Sudha & Subha 
2.25 Consul. 4.69 Asso. P Ltd. 3.16 
Sobhagya Adv. Crayons Adv. & Mkt. Bank of Baroda 
Services 2.26 Pvt. Ltd. 3.95 3.06 
Pressman Adv. & Mode Adv. & Mkt. Notre Advertising 
Mkt. Ltd. 2.11 (P) Ltd. 2.55 2.52 
Eastern Cities 
National Adv. Agency 
3.12 
Adv. & Sales Prom. 
Corp. 1.91 
Clarion Adv. Service 
Ltd. 1.87 
Imageads & Comm. Oriental Insurance Triton Comm. Pvt Ltd Rashtriya Adv. Agen. 
Pvt. Ltd. 1.92 2.35 2.18 1.70 
T. M. Input & Services National Insurance National Insurance Mc-Cann Erickson (1) 
Pvt. Ltd. 1.90 2.20 2.14 Ltd. 1.67 
Triton Comm. Pvt. Ltd Interads Pvt. Ltd. Central Bank of India PriceWaterHouse 
1.84 2.01 2.10 1.62 
Clea Adv. Pvt. Ltd. United India Percept Adv. Ltd. Latest Publicity 
1.81 Insurance 1.91 2.07 1.57 
Adfactors Adv. Aksara Advertising New India Interface Comm. 
1.78 1.90 Assurance 1.93 1.50 
Maa Comm. Bozell New India Jaya Adv. Agency 
Ltd. 1.76 Assurance 1.61 1.86 
R. K. Swamy/BBDO Milap Adver. Agency United India 
Adv. Ltd. 1.75 1.53 Insurance 1.85 
FCB-Ulka Adv. Ltd. Oriental Insurance 
1.74 1.82 
Moulis Adv. Services Pressman Adv. & 
1.58 Mkt. Ltd. 1.74 
Aries Adv. Pvt. Ltd 
1.54 
Note: Insurance Companies, Advertising firms, Banks, Acco intancy fin-ns 
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The interpretation based on 4-labelled component loadings: 
The Cyber cities of India (Component 1), explain 21.30% of the data. The loadings over 0.4 
were taken and the cities that have been identified here are Banglore and Hyderabad showing 
high loading values, between 0.701 - 0.900. Chennai and Mumbai show moderate value 
loadings, whereas Ahemdabad showed the lowest significant loading value of 0.463. All these 
cities show a high concentration of multi-national computer firms located in them. An 
interesting thing that comes out here is the type of producer services firms that have been 
clustered together in these cities are advertising firms (identified with the help of the Q-mode 
scores, where all the other sectors have been ignored in the data reduction method) and 
therefore, the distribution pattern of the advertising fin-ns in these cities show a similar pattern 
of distribution. All the advertising firms have high value offices located in these cities, be it 
their headquarters or other high value offices. 
The Northern cities (Component 2), explain 17.40% of the data and the cities that have been 
identified here, as cities with high loadings are Jaipur with a score of 0.803 and Chandigarh. 
New Delhi is own its own with a moderate loading value of 0.641 and so is Lucknow own its 
own with a loading value of 0.539. All these cities identified here are located geographically in 
the Northern region of the country, thus showing similar distribution pattern of firms using the 
producer services firms in these cities. 
Again the scores calculated here show, that the firms that have a similar pattern of offices 
(location and value of services) in these cities. These firms are mainly advertising firms and 
insurance firms. Thus a similarity can be seen among these cities in the location of 6 
advertising firms and 4 insurance firms. 
The Industrial cities (Component 3), explain 12.73% of the data and the cities that have been 
identified here are Pune, Kanpur and Ahemdabad in order of their descending loading values. 
These cities have a high concentration of industry and educational institutions located in them. 
Again the Q-mode scores show the important firms in these cities are 6 advertising firms, 2 
banks and 4 insurance firms, which form a similar pattern of office location strategy. 
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The Eastern city (Component 4), explains 9.88% of the data, where only one city has been 
identified, which is Calcutta with a loading value of 0.875. The important producer services 
firms, in Calcutta, which have been identified with the help of the scores, are 7 of the 
advertising finns and I accountancy firm. This confirms that the city of Calcutta has large 
number of high value advertising and accountancy offices and is the single dominant city of its 
region. 
9.8 R-Mode Principle Component Analysis 
Another method of data analysis was also used called the R-mode analysis of data reduction. R- 
Mode Analysis was done for, using extraction method of Principal Component Analysis. This 
statistical method is important as it is used to search out regional patterns of similar firms or in 
other words service profiles located in various cities. Here the input-output data analysis helps 
to identify the spatial strategic patterns for the firms. For my study Varimax rotation was used 
to identify important regional patterns for all the firms. Since R-mode analysis clusters firms, it 
was used to search out the important firms, which have similar patterns of offices or service 
values across cities. 
The results show that 80.41 % of the data was explained by 4 components. Component I 
explained 24-86% of the data, Component 2 explained 23.13% of the data, Component 3 
explained 22.42% and last Component 4 explained 9.99% of the data, altogether explaining a 
total of 80.41% of the data. The results of the R-mode analysis conducted for the all the 
services in 12 Indian cities are shown in table 9.11 and the scores for the R-mode analysis are, 
provided in the following table 9.12. 
Table 9.11. R-mode Analysis: Component Loadings 
Global City Southern City Eastern City 
. 900 
SB BILLIMORIA LAKSHMI VILAS LOVELOCK & 
< BANK LEWES 
& CO. 0.934 0.975 0.953 
AF FERGUSON KARUR VYASA SB BATLIBOI & Co. 
BANK 
0.934 0.941 0.942 
JAIN KANARA ADV. RAY & RAY Co 
CHOUDHARY SERVICE 
& CO, 0.929 0.903 0.936 
Capital City 
CENSERADV. 
PVT. LTD 0.967 
COMBINE ADVERTIS. 
CO. 0.952 
CONTINENTAL ADV. 
PVT. LTD. 0.992 
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. 801- 
. 900 
. 701- 
. 800 
AF FERGUSON 
& ASSO 0.922 
UBIQUITASADV 
PVT. LTD. 0.914 
BHARATS. RAUT 
& Co. 0.910 
TODARWAL& 
ASSO. 
0.876 
FORD RHODES 
PARKS 
& CO. 0.876 
NEW INDIA 
ASSURANCE 
0.873 
V. SANKAR 
AIYAR. 
& CO. 0.864 
ARTHUR 
ANDERSON 
& CO. 0.860 
ARTHUR 
ANDERSON 
& ASSO. 0.860 
ADUKIA & ASSO. 
0.852 
SEASONS ADV. 
ASSO. 
a851 
UNION BANK OF 
INDIA 
0.814 
PEN& TRAIT 
comm. 
(1) P. LTD. 0.803 
CANARA BANK 
0.786 
KARNATAKA 
BANK 
0.785 
DENA BANK 
0.737 
MOULISADV. 
SERVICE 
P. LTD. 0.880 
LOVELOCK & 
LEWES 
& ASSO 0.873 
STATE BANK OF 
TRAVANCORE 
0.858 
ARIES ADV. PVT: 
L TD. 
0.843 
MAA COMM. 
BOZELL 
LTD. 0.843 
SRICHAKR4 
COMM. 
P. LTD. 0.843 
ADMT(1) PVT. 
LM 
0.796 
SASIADVPVT 
LM 
0.789 
STATE BANK OF 
HYDERABAD 
0.788 
TAMILNADU 
MERCANTILE 
BANK 0.778 
RK SWAMY 
0.775 
CATHOLIC 
SYRIAN 
BANK 0.768 
IMAGEADS & 
comm. 
PVT LTD. 0.762 
UNITED BANK 
OF INDIA 
0.720 
ALAKNANDA 
ADV. 
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CHATURVEDI& 
PARTNERS 0.934 
LATESTPUBLICITY 
0.908 
CHATURVEDI & CO. 
0.907 
VINOD KUMAR & 
ASSO. 
0.896 
ORIENTAL 
INSURANCE 
0.887 
UNITED BANK OF 
INDIA 
0.864 
NATIONAL 
INSURANCE 
CO. 0 850 
CHOKSEY 
BHARGAVA 
& CO. 0.836 
THAKUR 
VAIDYANATH 
AIYAR & CO. 0.835 
ALLAHABAD BANK 
0.797 
ADV & SALES 
PROM. 
CORP. 0.747 
NATIONALADV 
AGENCY 
0.746 
PRICE 
WATERHOUSE 
0.743 
SULEKHA ADVERTIS. 
PVT. LTD. 0.88 
MILAPADVAGENCY 
0,809 
MODE ADV & MKT 
PVT. LTD 0.795 
ORIENTAL BANK OF 
COMMERCE 0.792 
UNITED COMMERCIAL 
BANK 0.773 
CRAYONSADV& 
MKTPVTLTD. 0.755 
APPEAL ADV & MKT 
CONSULTANTS 0.743 
. 601- 
. 700 
EVERESTINTEG 
comm. 
LTD. 0.677 
CORPORATION 
BANK 
0.673 
CENTRAL BANK 
OF 
INDIA 0.655 
CANCO ADV. 
PVT. LTD. 
0.632 
PERCENTADV. 
LTD. 
0.616 
PUNJAB 
NATIONAL 
BANK 0.613 
TRITON COMM. 
P. LTD. 
0.606 
SSC &B LINTAS 
LTD. 
0.601 
STATE BANK OF 
INDORE 0.600 
PVT. LTD 0.719 
ADVISE 
ADVERTISING 
PVT. LTD. 0.718 
PRICE 
WATERHOUSE 
0.712 
STATE BANK OF 
MYSORE 0.708 
AKSARA 
ADVERTISING 
0.707 
INDIAN BANK 
0.706 
BHARAT 
OVERSEAS 
BANK 0.687 
OGILVY & 
MATHER LTD 
0.682 
FCB-ULKA ADV 
LTD 
0.679 
CANCO ADV PVT 
LTD 
0.656 
MC-CAMM 
ERICKSON 
(/) LTD. 0.636 
SOBHAGYA 
Comm 
P. LTD 0.626 
ADFACTORS 
ADVERT. 
0.615 
MUDRA COMM 
LTD 
0.614 
TM INPUTS & 
SER. 
P. LTD. 0.610 
SISTASSAATCHI 
SAATCHI P. LTD. 
0.610 
HINDUSTAN 
THOMPSON 
ASSO. LTD. 0.610 
. Sol- 
BANKOF SYNDICATE 
600 BARODA BANK 
0.593 0.582 
CONTRACTADV 
INDIA 
LTD. 0.577 
LOWE LINTAS 
INDIA LTD. 0.577 
TRIKAYA GREY 
ADV 
(1) LTD. a 541 
JAYA ADV 
AGENCY 
PRESSMANADV 
MKT LTD. 0.575 
HONGKONG & 
SHANGHAI 
BANK 0.565 
TRIKAYA GREY 
ADV. 
(1) LTD. 0.551 
VYASA BANK 
261 
SOUTH INDIAN 
BANK 
0.694 
BANK OF TOKYO 
0.694 
SAHNINATARAJAN 
& BEHL 0.679 
VIJAYA BANK 
0.677 
CLARION ADV 
SERVICE 
LTD. 0.670 
RASHTRIYA 
ADVERTIS. 
AGENCY0.647 
BANK OF MADURA 
0.630 
S. BANK OF 
BIKANER 
& JAIPUR 0.618 
CONCEPTCOMMU. 
LTD. 0.595 
BANK OF 
MAHARASHTRA 
0.573 
ARMS COMM PVT 
LTD 
0.570 
BANK OF BARODA 
0.566 
INTERFACE COMM 
PUNJAB NATIONAL 
BANK 0.696 
ARMS COMM. PVT 
LTD 0.650 
JAMMU & KASHMIR 
BANK 0.614 
HONGKONG & 
SHANGHAIBANK 
0.598 
RASHTRIYA 
ADVERTIS. 
AGENCYO. 591 
ALAKNANDA ADVERTI. 
PVT. LTD. a588 
S. BANK OF BIKANER 
&JAIPUR 0.564 
STATE BANK OF 
0.518 
OGILVY & 
MATHER LTD 
0.511 
VYASA BANK 
0.508 
SYNDICATE 
BANK 
0.505 
ADFACTORS 
ADVERT. 
0.501 
IMAGEADS & 
Comm 
PVT. LTD. 0.500 
0.539 
CONTRACT 
ADVERTIS. 
INDIA LTD. 0.538 
LOWE LINTAS 
INDIA 
LTD. 0.538 
CLARIONADV. 
SERVICE 
LTD. 0.522 
CORPORATION 
BANK 
0.520 
KARNATAKA 
BANK 
0.602 
0.560 
INTER PUBLICITY 
PVT. LTD. 0.558 
PRICE 
WATERHOUSE 
& CO. 0.546 
PRESSMANADV 
& MKT LTD. 0.545 
MC-CANN 
ERICKSON 
(1) LTD. 0,542 
HINDUSTAN 
THOMPSON 
ASSO. LTD. 0.540 
SISTAS SAATCHI 
SAATCHI P. LTD. 
0.540 
DELOITTE HASKINS 
SELLS 0.530 
BANK OF 
RAJASTHAN 
0.522 
ADVISE 
ADVERTISING 
PVT. LTD. 0.508 
STATE BANK OF 
INDORE 0.501 
LOWE LINTAS INDIA 
LTD. 0.501 
CONTRACTADV. 
INDIA 
LTD. 0.501 
SUARASHTRA 0.544 
INTERFACE COMM 
a533 
INTERADS PVT LTD. 
0.519 
Note: Banks, Advertisingfirms, Accountancy firms and Insurance Companies 
Table 9.12: R-mode analysis: Component Scores 
Global City 
Spatial Strategic 
Emphasis 
Mumbai 
3.10 
Southern City 
Spatial Strategic 
Emphasis 
Chennai 
2.20 
Banglore 
1.56 
Eastern City 
Spatial Strategic 
Emphasis 
Calcutta 
2.97 
Capital City 
Spatial Strategic 
Emphasis 
New Delhi 
2.99 
The interpretation based on 4-labelled component scores: 
The above table 9.12 shows the Global city spatial strategic emphasis (component 1), which 
explains 24.86% of the data and has all the high value offices of the producer services in it. The 
loadings of all the producer services firms in this component have a value over 0.5. Out of the 
total firms shown here, there are 15 advertising firms, 11 banks, 11 accountancy firms and 1 
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insurance company. Further, out of the firms that have a high loading value of over 0.900,5 
are accountancy firms and I advertising company (with no bank or insurance firm represented 
here). The scores of the R-mode analysis further show that the city that comes out here on its 
own is Mumbai with a very high score of 3.10. Therefore, all the firms explained in component 
I are high value firms with their offices also being high value, especially in the city of Mumbai 
and it can be clearly defined as the Global spatial strategic firms. 
The Southern City Spatial Strategic Emphasis (Component 2), which explains 23.13% of 
the data and has high value offices of especially advertising firms in the southern cities. Again 
the loadings showing the type of firms explained by this component are 27 advertising firms, 
15 banks, 2 accountancy firms and no insurance company. The scores of the R-mode 
analysis show the cities that come out here are Chennai and Banglore with a score of 2.20 and 
1.56 respectively. The scores of the R-mode analysis further show that there are two cities and 
that they are southern cities, and have a similar pattern of firm distribution. Therefore, all the 
firms explained by this component are high value firms with their offices also being of high 
value, specifically in the cities of Chennai and Banglore, signifying the Southern spatial 
strategic firms. 
The Eastern City Spatial Strategic (Component 3), explains 22.42% of the data, and the 
firms that are represented here are 16 advertising firms, 10 banks, 12 accountancy firms and 
3 insurance companies. Therefore, all the firms explained in component 3 show a similar 
pattern of location and are high value firms with their offices also being high value, located 
especially in the eastern city of Calcutta with a high score of 2.98 (as seen by the scores in table 
9.14 a), thus these firms can be defined as Eastern city strategic firms. 
The Capital City Spatial Strategic (Component 4) explains 9.99% of the data where there 
are 13 advertising firms, 7 banks, no accountancy firm, and no insurance company. The 
scores of the R-mode analysis further show that the city that comes out here own its own here 
is New Delhi again with a very high score of 2.99. Therefore, all the firms explained in 
component 4 are high value mainly advertising firms, with a few banks with their offices also 
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being high value, especially in the Capital city of New Delhi, clearly shows the Capital city 
spatial strategic emphasis of firms. 
9.9 Conclusion 
The proponents of economic liberalisation and associated structural reform have argued that 
this new strategy would accelerate rural-urban (RU) migration and boost the pace of 
urbanisation. Linking India with the global economy would lead to massive inflows of capital 
from outside as also a rise in indigenous investment. This in turn would give an impetus to the 
process of urbanisation since much of the investment and consequent increase in employment 
would be either within or around the existing urban centres (Kundu, 2003). 
This chapter has shown that this is true to an extent, where the major cities have benefited from 
the various socio-cultural and economic changes that took place in these cities. Initially the 
major Indian cities were entities of large population, with localised or nationalised economic 
activity. With the British rule came the changing phase of the port cities, particularly Calcutta, 
Mumbai and Chennai. After the Independence the cities in the northern region received much 
attention and were developed, for example, New Delhi (because of its status as the National 
Capital received a special place in the development of the National Capital Region), 
Chandigarh became the first planned city in the country, Kanpur and Lucknow attracted 
manufacturing industry and thus developed. Other industrial towns came up (Rourkela and 
Bhilai) due to government policy to develop under developed areas. Further, regional planning 
gave way to providing, infra structural and other utilities in these areas. 
Opening cities to the world economy has restored the idea of cities in continual change, 
continual incremental adjustment to external markets, instead of the idea of a fixed physical 
structure, as a set of immobile economic factors hardly changing in decades. This can also be 
seen in the structure of major Indian cities where the political and socio-economic changes 
brought about in 1980's and 1990's, mainly to accommodate economic globalisation, by 
economic restructuring in the country, were seen as an influencing factor and since then the big 
Indian cities started to change more rapidly (Harris 2003). 
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Mumbai received a lot of attention during this time and a number of trans-national firms 
opened their offices here. Mumbai's port has been significant since the pre-independence 
times, but it was Mumbai's role as the financial capital of the country that attracted an 
increasing number of producer services firms (mainly accountancy, law, advertising, finance, 
consultancy, banking institutions) and last but not the least the establishment of Hindi film- 
industry in Mumbai, today adds to its globalisation (discussed in chapter 10). 
New Delhi, being the National Capital has attracted a lot of producer services firms for a long 
time but with changing government regulation New Delhi attained a spatial strategic position. 
A number of producer services firms were located in New Delhi due to RBI regulations (as 
initially in the case of foreign banks and other foreign companies). Today, New Delhi with its 
National Capital Region and new ST Parks (mainly the call-centres acting as back-offlices for 
trans-national firms) also attracts a large number of producer services firms. 
The information revolution has also simultaneously transformed some of the other cities in a 
different way. For example, Banglore due to the computer related infrastructure and 
information technology and research centres present in the city received much attention from 
computer related industries like communication networks, aeronautical and space research 
centres, automobile industry etc. Therefore, large number of trans-national computer 
companies set up their offices in the Banglore, thus making it the 'Silicon City of India'. This 
further attracted a lot of domestic and foreign producer services firms. The cities of Hyderabad 
and Pune also developed rapidly due to the Software Technology Parks that were set up here. 
These two cities, because of their improved infrastructure, attracted trans-national firms to set 
up their offices here. 
Further various results provided in the above tables show that on the whole there are 'big five 
cities' that are important from the point of view of locational importance for producer services 
firms. These cities are Murnbai, New Delhi, Chennai, Calcutta and Banglore: 
" They are the only cities with two or more sector articulations (table 9.4) 
" They have the highest total service values (table 9.5) 
" They have the highest total connectivities (table 9.7) 
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They are the only composite articulations cities in the R-mode analysis (table 9.12) 
From the point of view of the internal linkages the big five cities form the most important 
nodes in the country. Further, the two main cities, Mumbai and New Delhi, form the most 
important external nodes for the producer services in India within the larger world city 
network. This part of study is dealt in chapter 10 where I have concentrated on Mumbai and 
New Delhi and the type of producer services firms that are present in these two cities. The 
locational importance of the producer services firms present in the two cities along with the 
various networks formed by these firms are provide, with the help of two examples, which 
have been experimental. First example is that of the type of producer services firms operating 
in New Delhi and the kind of linkages they form within the country and the larger world city 
network. The second example is of Mumbai, where Bollywood films are seen as one of the 
most conspicuous examples of a globalised product. Mumbai with a thriving Indian film 
industry- Bollywood, uses a number of producer services firms to make a particular film. 
Therefore, the example of Bollywood films, using the various producer services firms, have 
been taken to show the locational significance of these firms and to see whether there are any 
other worldwide linkages among the producer services firms used in the production of 
Bollywood films. 
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Chapter 10 
INDIAN FUNCTIONAL CITY NETWORK LINKED INTO THE 
WORLD ECONOMY: with reference to New Delhi and Mumbai 
10.1 Introduction 
The world cities with the requisite infrastructure of telecommunications, suitable off ice-space, a 
pool of supporting specialist services and labour and a regulatory environment conducive to bond 
operations are inevitably the key locations for contemporary and specialised economic activities 
(Sassen 1991,1994) leading to the concept of the functional city system (Lo, and Yeung, 1998), 
which is a network of cities that are linked, often in a hierarchical manner based on a given 
economic and socio-political function at the regional or global level. Topologically, a network 
consists of nodes and links that display a pattern of connections. The collection of different 
functional networks of a city serves to define that city's external linkages with the world economy 
and its status within the 'world city network'. The starting point is that, it is the large global 
service firms not cities per se, that are the key actors in world city network formation (Sassen 
1991,1994). 
World city formation was initially defined in terms of location of transnational corporate 
headquarters, both worldwide and regional (Friedmann 1986, King, 1990; Beaverstock, Smith, and 
Taylor, 2000). In order to carry out their business, transnational firrns seek out knowledge-rich 
environments - world cities - in which they can prosper. The success of each firm is dependent 
upon their location strategies of having offices in selected world cities. These are the office 
networks of firms through which they provide their global service. 
Based on the above idea (which is dealt in the previous chapters) it is clear that the Indian city 
network is now a part of the world city network, which is based on the functional character of 
cities. This is because a large number of Indian cities providing national and transnational 
functional services, act as nodes, that display patterns of connections, between the services firms 
that are operating in the country, forming a part of the network of producer services in the world 
that are transnational in character. Therefore, the aim of this chapter is threefold, first to identify 
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and define the Indian Functional City Network and find out their external linkages. Secondly, I 
study the most important nodes in this network in India, which are Mumbai and New Delhi. The 
two cities act as major links to almost all trarisnational producer services in the country and each of 
the two cities has a distinct character of its own. So, the third aim is to study this distinct character 
with a case study from each city: a survey of 113 producer services firms operating in New Delhi to 
find out the nature and structure of producer services operating in this city and Bollywood as an 
industry in Mumbai which uses a large number of producer services for production of films. 
10.2.1ndian Functional City Network 
Today large Indian cities have been integrated into the world economy due to the major economic 
policy changes which have helped foreign producer services firms to operate in India and Indian 
producer services firms to operate in other parts of the world, thus contributing to, world city 
network formation. Therefore, Indian cities now provide a number of links for these producer 
services, as part of their transnational activities. Now I will show this process and compare the 
roles of Indian cities within it by synthesizing some of the previous findings. Based on the number 
of links each city provides for a particular producer service and the sum of their service value 
offices the cities have been graded and the following suggestions have been made. The criteria 
selected here is the number of times a city appears in the tables of. 
" The city-wise distribution of total number of off ices for the four producer services selected 
" Sum of the service value off ices calculated for all the four producer services 
" City-wise connectivity table for all the four producer services 
Thus the table 10.1 produced on the basis of the above criteria (based on the given functions of 
producer services firms in the country), shows the ranks for the 12 Indian cities, at the national 
level. This table shows the 12 major Indian cities in hierarchical manner where the ranks are given, 
and has five levels of cities. 
1 The total number of foreign producer services firms in India, has gone up since the introduction of NIP and 
privatisation in few sectors of the economy (discussed in chapters 5 to 8). 
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Table 10.1 Frequencies of Ranks of Cities 
RANKS 123456789 10 11 12 
MUMBAI 930000000000 
N. DELHI 371100000000 
CHENNAI 008310000000 
CALCUTTA 024320100000 
BANGLORE 000363000000 
HYDERABAD 000028200000 
AHEMDABAD 000022430010 
PUNE 000013240200 
JAIPUR 000012024003 
CHANDIGARH 000120101340 
LUCKNOW 000000001245 
KANPUR 000000003234 
Note: Equal rankings in some tables, mean that sums of ranks can be over 12 
Source: Compiled from tables 4.7,4.9,4.10,5.3,5.5,5.6,6.5,6.6,6.7,7.8,7.9,7.10 
The above table 10.1 showing, frequencies of ranks of cities, has five levels of cities, the first level 
having two major cities with the most high ranks, then three cities, which between them constitute 
the big five Indian cities' from the previous chapters. The top group consists of Mumbai and New 
Delhi, with Mumbai as the city having maximum number of high ranks for the transnational and 
national producer services firms in India, followed by New Delhi with a relatively smaller number 
of ranks. Three cities of Chennai, Calcutta and Banglore form the next group with a high number of 
ranks within the Indian functional city network. Altogether these five cities form a group of cities 
providing the largest number of ranks for the producer services firms in the country. 
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Below them comes Hyderabad, which stands on its own, whose ranks place it definitely in the sixth 
position. The remaining cities group into 2 sets of three lesser cities each. Here Ahemdabad, Pune 
and Jaipur respectively, form a group of cities providing medium number of ranks for the producer 
services firms. Chandigarh, Lucknow and Kanpur respectively, form the fifth group of minor cities 
providing the least number of ranks for the producer services firms in the country. They show 
presence of number of producer services with low status value offices within the network. 
10.3 Foreign Links provided by Indian Cities 
10.3.1 Cities with Foreign Service Firms 
The functional city network works in two ways, one where cities act as nodes for the internal or 
national links for firms operating within the country (table 10.1) and secondly the cities forming 
external or foreign links within the bigger world city network. What my work shows is that not a 
lot of Indian cities have foreign linkages. There are five such cities that have substantial foreign 
linkages (as discussed later in the chapter). Further, links have been established by foreign producer 
services firms as part of being operational in Indian cities. Today with globalisation taking place in 
Indian cities, many trans-national producer services are operating from these cities. Also it is seen 
that not many Indian producer services firms are operating abroad. Therefore, there are more 
inward link tendency rather than more outward Indian links within the larger world city network. 
Going along with this point, the above table 10.1 deals with cities by aggregating all operations, 
showing that Mumbai is the most important link followed by New Delhi. 
Data was not collected on the external links of firms but a sense of this can be obtained by looking 
at foreign ownership (full and part): by definition such firms have foreign connections. Thus 
foreign links of cities are identified through the total service provided by foreign producer services 
firms in all the 12 major Indian cities, which is given in the following table 10.2. The table shows 
the % of Foreign Service to the total service value provided by a city, which helps to find out the 
amount of foreign participation of producer services in the 12 major cities. 
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Table 10.2 Showing the Total Foreign Service Value of a City (in 
Total Foreign Total Service Foreign Service as 
% Of Total 
Service Value 
Mumbai 90 365 24.6 
Chennai 67 248 27.0 
Banglore 66 204 32.4 
New Delhi 59 323 18.2 
Calcutta 51 212 24.0 
Hyderabad 27 136 19.8 
Ahemdabad 7 71 9.8 
Pune 5 63 7.9 
Jaipur 0 54 0 
Chandigarh 0 45 0 
Lucknow 0 32 0 
Kanpur 0 28 0 
The above table shows that not all cities have foreign producer services firms operating in them. 
This table also suggests that the city of Mumbai is the one, which provides the highest foreign- 
service value within the country with 90 of the 365 offices being those of foreign firms forming 
24.6% of the total service value for Mumbai. This means 24.6% of its firms are foreign, providing 
linkages within the larger world city network. The city that comes next is Chennai with a total 
value of 67 out of 248 forming 27% of the total service value. But Banglore with a total of 66 out 
of 204 shows the highest proportionate value with 32.4%, suggesting that Bangalore has a higher 
number of foreign firms located in it as compared to other cities. Clearly, this reflects the city's role 
as a global IT centre, where many foreign service firms are attracted to the city to service the global 
IT firms. For total foreign services, Bangalore is closely followed by New Delhi with a figure of 
59 and 18.2% of foreign firms and Calcutta with 51 and 24% of foreign firms. 
Mumbai and New Delhi when compared with Banglore and Chennai have more number of firms in 
total, as well as more number of foreign firms but have a low proportion of foreign firms. This 
reflects obviously that the two cities, Mumbai and New Delhi, act as an important node nationally 
where Mumbai's role as the financial capital and New Delhi's role as the city's national capital 
attracts many more Indian firms. Also Hyderabad has far fewer foreign-service firms than New 
Delhi but has a nearly similar proportion. However, once again this latter city shows itself to be 
near to the 'big five cities' in the world city tenns. 
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The cities with a very low figure of foreign-service firms are Ahemdabad and Pune with a figure of 
7 and 5 respectively. The four cities of Jaipur, Chandigarh, Kanpur and Lucknow do not have any 
foreign offices based on the service value figures derived from previous chapters. This further goes 
to suggest that the selection of cities in the methodology prove that though all the 12 cities were 
important internally but last 4 (Jaipur, Chandigarh, Kanpur and Lucknow) regionally being very 
important do not have any foreign firms (with offices in more than four cities) operating in them. 
Table 10.2 shows a very similar ranking of cities to table 10.1 but with the differences between top 
and bottom more starkly shown. There are just five cities - Mumbai, Bangalore, Chennai, New 
Delhi and Calcutta - that have strong foreign firm service presence and which therefore, might be 
considered to be service centres in a world city network (Taylor 2004). The basic new information 
from table 10.2 is the distinctiveness of Bangalore and New Delhi as global and national centres 
for services respectively. 
10-3.2 The Hinterworlds of the rive leading Indian cities 
The cities identified as having important foreign firm services above are also identified as part of 
the world city network designated by the top 123 connected cities in Taylor's World City Network 
(2004). At GaWC these cities are included in the Hinterworld Atlas that shows individual city's 
links to other cities in the top 123. The Atlas uses information on 100 Global Service Firms as 
described in Taylor et al (2004a). 
The methodology is described in Taylor (2004) but basically the connectivities of each city are 
disaggregated by each other city and compared to overall connectivity. This enables identification 
of where a city is 'over-linked and where it is 'under-linked'. Over-linkage suggests that two cities 
share many of the same service firms; under-linkage suggests that there is very few firms found in 
both cities. I am using this GaWC Atlas (http: //www. lboro. ac. uk/GaWC) as a secondary source to 
provide further information on the links of the five leading Indian cities. In the following table 10.3 
top 10 world cities most over-1 inked to Indian cities is given. 
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Table 10.3 Top Ten World Cities Most 'Over-linked' to Indian Cities 
Banglore Calcutta Chennai Mumbai New Delhi 
Abu Dhabi Abu Dhabi Abu Dhabi Bangkok Auckland 
Auckland Athens Athens Beijing BANGLORE 
CALCUTTA BANGLORE BANGLORE Guangzhou CHENNAI 
CHENNAI CHENNAI Barcelona Istanbul Chicago 
Kuala Lumpur Guangzhou CALCUTTA Manila Detroit 
London Karachi Guangzhou NEW DELHI Guangzhou 
Montevideo Lisbon Jeddah Shanghai Kuala 
Lumpur 
MUMBAI Nairobi MUMBAI Seoul Manila 
NEW DELHI NEW DELHI NEW DELHI Warsaw MUMBAI 
Tel Aviv Seattle Seattle Shanghai 
Note: Cities highlighted indicate most over-connected, Cities in capitals indicate Indian cities 
Source: GaWC Atlas of Hinterworlds (http: //www/lboro. ac. uk/gawc/visualization) 
In table 10.3 1 just detail the top ten cities most-linked to the five Indian cities. For each list of 
over-linked cities, I have indicated out other Indian cities in capitals and indicated the most linked 
city as highlighted. Clearly, this secondary material confirms the five Indian cities as world cities in 
the world city network. In addition, the table again shows the distinctiveness of the two leading 
Indian cities, Mumbai and New Delhi. The other three cities have their largest link to another 
Indian city, and other national cities dominate their lists. New Delhi's strongest link is with 
Chicago and it also has strong links to Pacific Asian cities. However, it is Mumbai that is shown to 
be effectively part of the Pacific Asian globalization region, being most linked to Shanghai. 
More generally each of the five cities links to other cities in specific world regions can be 
computed. Each Indian city links to cities in a given region are scored as follows: 
10 very over-linked city is given a value of 3 
Next 20 over-linked city is given a value of 2 
Rest of the over-linked city is given the value I 
Rest of the under-linked city is given the value -1 
Next 20 under-linked city is given the value -2 
Most 10 under-linked city is given the value -3 
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The sum of these scores indicates the level of orientation of the Indian city to the world region. To 
make comparisons across regions results are also presented as % of maximum possible as given in 
table 10.4: 
Table 10.4 Scores of Hinterworld Connectivity 
Banglore Calcutta Chennal Mumbai New Delhi 
Maximum Scores Ws Scores Ws Scores Ws Scores Ws Scores WS 
For US 58 -29 -50 -35 -60 -27 -46 -29 -50 -4 -06 
Cities 
For 54 -9 -16 -1 -01 -6 -11 -3 -05 -5 -09 
Western 
European 
Cities 
For Asia- 24 1 40 5 20 3 12 20 83 16 66 
Pacific 
Cities 
For Indian 12 12 100 11 91 12 100 7 58 11 91 
Cities 
Source: GaWC Atlas of Hinterworlds, (http: //wwwAboro. ac. uk/gawc/visualization) 
Following results can be seen: 
" All cities under-connected to US cities and Western European cities 
" All cities over-connected to Pacific Asian cities 
0 All cities very over-connected locally to Indian cities 
But there are marked difference among the cities as Mumbai is under-connected to US cities and 
Indian cities, whereas New Delhi along with Calcutta, is over -connected to Indian cities. Banglore 
and Chennai are extremely over-connected to Indian cities. In what follows, I concentrate on the 
'Big two' cities in the Indian functional city network, Mumbai and New Delhi, which have the 
most number of external and internal links respectively. It is in these cities that the high status 
offices (mostly headquarters) are located therefore; the aim is to illustrate some of the key workings 
of how these two cities link into the world city network. 
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10.4 New Delhi: Beyond Capital City function to Producer Services 
New Delhi is the capital of the country, with a large hinterland of satellite towns, forms the big 
National Capital Region. Geographically, Delhi is situated in the National Capital Region, in the 
North of India. It shows a mix of modernity and medievalism, with a history of number of rulers 
selecting Delhi as their capital. Delhi has been a capital and city of political importance of many 
empires and dynasties, closely related to the rise and fall of these empires. It is now the seat of the 
largest democracy of the world. Its deep-rooted vernacular traditions, its fast growing population, 
its expanding administrative and economic functions particularly in the global economic, political 
and strategic contexts, industrial units in around it, have shaped its texture, structure and formed the 
National Capital Region. Delhi is truly, a cosmopolitan city. 
In addition, New Delhi is the second most important city in the country in terms of the number of 
producer services firms present in it (table 10.1) and it is in this capacity that I study it here using 
the survey and interview method described in chapter 4. The results from the interviews have been 
tabulated and the resulting data matrix is given in table A. 6 in the appendix. 
There were 113 producer services f irms out of the total of 121 producer services f irms (tableA. I in 
the appendix). These 113 offices interact with other similar offices in Indian cities and cities 
abroad. These offices act as nodes, providing intra firm and inter firm links between the offices 
located within the city of New Delhi and outside, mainly Mumbai and the cities in the northern 
region of the country. These offices also provide links for other producer services firms located in 
other cities in the country and outside the country (e. g. in the case of transnational banks) through 
their office networks. Therefore, New Delhi forms both a major internal and external link in the 
world city network formation. 
The key lesson from the survey and the tabulated results is that for the high-level employees (90 
employees that were interviewed and as discussed in chapter 4) face-to-face relationships are 
important to carry on business or to generate future business. These relationships have either been 
developed over long term or are in the process of forming. The managers or decision makers feel 
the need for face to face-contact because of which they travel to their other offices, in various cities. 
The travel is both for intra-firm and inter-firm business. 
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Further suggestions can be made on the basis of the travel frequency of the 77 managers (out of the 
90 managers that participated only 77 provided enough data to be analysed) of which indicate a 
considerable amount of intra firm relations. The managers (at different levels), of these producer 
services firms travelled quite frequently to other cities in order to conduct intra- firm business and 
to help the colleagues to avail services provided by other producer services required for their 
business. The cities they travelled to were mainly the large Indian cities, especially where the 
firm's head quarters and other high status offices are located. This travel frequency is shown in 
table 10.5 and table 10.6 respectively. 
Table 10.5. The Travel Frequency of Managers of the 77 Firms 
Travel Frequency No. Of Firms 
Do not Travel 21 
2/3 times a month 1 
once a month 20 
once in 2/3 months 2 
once in six months 33 
Total 77 
Table 10.6 The Destination of the Travels of Managers 
Destination Of Travel No. Of Firms 
Do not Travel 21 
Travel to All Branches 26 
Travel Within the Region 18 
Travel to Headquarters 7 
Travel to Major Cities 5 
Total 77 
The above tables suggest that the most common number of manager's travel is once in six months 
and the most favoured destination is a city having a branch office of the fi in ir . The table also 
suggests that there is more travel to cities with their offices or branches and within their region. 
Further, India being a large country, has regional jurisdiction for these offices, therefore, the work 
in a lot of these offices is directed towards the regional market. So the managers of these offices do 
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not travel outside the boundaries of their regional jurisdiction, while some managers do not travel 
at all to conduct any intra firm business, indicating the operation of a functional Indian city 
network, which is mainly internal and regional. 
The next two tables (table 10.7 and table 10.8), where the travelling frequency and the most 
favoured travelling destinations are depicted with respect to their respective clients. 
10.7 Travel Frequency of the Managers to Meet Clients 
Travel Frequency For Clients No. Of Firms 
Do not Travel 15 
2/3 times a month 0 
Once a month 22 
Once in 2/3 months 2 
Once in six months 38 
Total 77 
10.8 Travel Destination to Meet Clients 
Destination of Travel For Clients No. Of Firms 
Do not Travel 15 
Travel to All Branches 0 
Travel Within the Region 14 
Travel to Headquarters 8 
Travel to Major Cities 40 
Total 77 
The above tables (10.7. and 10.8) suggest most of the manager's travel once in six months to meet 
their existing clients (as face to face meeting is considered important for producer services). Also 
some of them travel once a month to meet their clients. The firms located in the major Indian cities, 
form the clientele base for the producer services firms in the country therefore, most of the travel is 
targeted towards other major cities. The most favoured destinations in terms of meeting new clients 
are the major Indian cities rather than cities with the branch offices. This suggests that the other 
most frequently travelled destinations are the major Inaian cities outside the geographical region of 
the producer services firm (which is the major difference in table 10.6 and 10.8). 
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The main purpose of the semi-structured interviews was to find out information that was not evident from 
the published sources of information that were available. After interviewing the employees of the 77 
producer services firms, I looked into the type of international links they had with either their branch 
offices or clients in other parts of the world providing international links. 
International links 
Head Office Regional Branch Office No links 
Links Links links 
7 24 6 40 
Some employees seemed to be dealing with their respective branch offices in other countries. Out of 77, 
40 employees did not have any international links, while 7 had links with cities that had their 
headquarters, 24 had regional office links and 6 had branch office level links. 
Taking it further I tried to look at the cross-tabulations of patterns of the travel of the employees of the 77 
producer services firms in New Delhi. What came out of this was that these employees travelled to mainly 
all the major cities of the country in order to interact with their colleagues to discuss business and to meet 
their clients to generate more business. This supports the argument for the need for face-to-face links in 
this business. Table 10.9 and 10.10 show the intra-firm and inter-firm travel to three main destinations. 
First being major cities within the geographical region, secondly all cities having the branch offices and 
lastly the main cities having the firm's headquarters and other main cities eg. Mumbai. 
Table 10.9 Shows Intra -Firm Travel 
Frequencies Within the All Headquarters/ Main 
Region Branches Cities 
Frequent 1.7 17.85 17.85 
(Once a month 
Or less) 
Infrequent 8.9 39.28 14.28 
(Less than 
monthly) 
The above table shows (in %) how often do the managers of the New De hi producer se ices irm's I rv f 
travel to offices within the firm to visit their colleagues at locations in other cities. The total number of 
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managers that travelled was 56. Out of which, the lowest percentage was frequent to cities in the local 
region; this may be surprising, possibly it reflects the high status of the interviewees. The highest 
percentage is infrequent visits to cities with branch offices. This is presumably 'normal work' of 
employees of the status I interview. 
Table 10.10 Client Related Travel 
Frequencies Within the All Headquarters/ Main 
Region Branches Cities 
Frequent 4.38 25.8 3.22 
(Once a month or 
less) 
Infrequent (Less 17.74 64.51 9.67 
than monthly) 
The above table 10.10 shows (in %) how often do the managers of the New Delhi producer services 
firm's travel to other cities to visit their clients in order to maintain personal relations and generate 
business. The total number of employees that travelled was 62. Clearly client-related travel 
operates largely through branches. 
10.5 Mumbai: the City housing India's most visible global industry 
Mumbai today is the largest Indian city and acts as a leading industrial and commercial centre of 
the country. Being the 'Gateway of India', providing the busiest port of the country, it is also the 
financial capital of the country. Mumbai is the capital city for the State of Maharashtra, adding to 
the administrative functions of the city. All these functions put together make Mumbai a favourite 
location for businesses houses, providing a lot of advantages for big businesses. Since the pre- 
independent times, a large number of industrial houses have been operating from their offices here, 
contributing to the national and international trade. The location of these business houses can be 
attributed to the developed financial sector infrastructure in the city. 
This infrastructure also helped many multinational corporations to initially set up their offices here 
and related factors further helped most of these multinational corporations to establish their 
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headquarters in Mumbai (it is evident form the previous chapters that Mumbai has the most 
headquarters of producer services as a whole). This is also true for the producer services firms, 
which are operating from within here, making Murnbai the most important external link in the 
Indian segment of the world city network (table 10.4). Mumbai is also considered to be a global 
city in the making (Taylor, Catalano and Walker, 2001). Mumbai has Bollywood 2, where most 
feature films are produced in India, acting as one of its main attractions. 
Bollywood - the Hindi Film IndustrY3 , acts as one of the most conspicuous examples of Mumbai's 
globalisation. Today the production of feature films, form an integral part of the commercial 
activity that takes place in Mumbai, involving large number of workers (financers, actors, 
advertisers etc. ), services and instruments (both Indian and foreign) with the resultant film, its 
globalised product, seen in all parts of the world by a large number of Indian and non Indian 
populations. Therefore, the aim of the following exercise is to explore the role of Bollywood in 
making Mumbai an important Indian node for the world functional city network. 
10.5.1 Bollywood 
Cinema today forms a very important and popular medium of entertainment. It is appealing to all 
and millions of people attend cinema in all parts of the world. 'Cinema not only reflects culture, it 
also shapes culture' (Gokulsing and Dissanayake, 1998), this is especially true in the case of Indian 
Cinema as it is very much part of the social and cultural beliefs of the Indian people. Bollywood 
story lines have generated discussions and influenced public opinion on various economic and 
2 Today, in Mumbai, a new group of films and film -makers has emerged on the If indi cinema, who, are a part of the 
so called Bollywood where almost 800 feature films are made every year, making it the largest film producing 
country/ city in the world. Introduction of talking films or 'talkies, as they were popularly called from the 
beginning of the 1930's gave the much -needed fillip to the film industry in India. Films in spoken languages 
naturally attracted a wider range of people. Production of silent movies completely stopped by 1935 and talkies 
began to grow rapidly since then. The number of feature films produced in India increased from just 27 in 1931 to 
over 507 in 1976 and to 912 in 1985. These films are shown all over the world where Indians and others, who follow 
the 52 different Indian languages, are keen to see these films. From this kind of showing, great revenue is collected 
from foreign sources. 
3 As an industry, the film industry is concerned with the production of feature films. Feature films of different 
dimensions, such as, 35 mm films, 16 mm films, 70 mm films, cinerarria and three-dimensional films in black and 
white or in colour are turned out by the industry. The organisational structure of film industry also differs from that 
of other industries. In an ordinary industry there is a definite volume of output which is not the case with the film 
industry where, the volume of output is not definite and is dependent on individual producers. Independent 
producers constitute the bulk of the producers in the industry, though production is also carried on under monopoly 
combines in the U. S. A. (Oommen and Joseph, 1991). 
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socio- cultural issues. This phenomenon in turn contributes largely to social and cultural change 
(for example, even during the time of India's struggle for independence, Indian cinema promoted 
nationalism and after the independence, new ways of life a sense of pan -Indianism, secularism, the 
emancipation of women and the rights of minorities (castes), and in particular the relationship 
between Hindus and Muslims) and, more recently to economic globalisation process in India (for 
example, today, for millions of Indians and non- Indian populations overseas, a major part of India 
derives from its movies). In all aspects of daily life such as fashion and dress, films, aided by film 
magazines, play a central part in Indian society. Therefore, there can be no better example of 
globalisation than Bollywood. 
10.5.2. Bollywood- Mixed (Industry / Service) 
Film industry is not a regular industry4 and it is not also a service industrys in the usual sense. The 
motion picture industry finds a place along with transport, retail trade sector. Among the service 
industries the motion picture industry is regarded as a cultural -cum- entertainment service because 
films are used basically to nourish mental faculties. A peculiarity of this type of cultural service is 
that it makes use of material as well as intellectual means of production (as the film production has 
two parts -artiStiC6 and mechanical). Within a few years of the invention of the scientific 
mechanism of cinema, it grew into a major mixed service/ industry worldwide. Its wide popularity 
has made cinema a great commercial endeavour focusing on its industrial aspects. Though the 
artistic element in cinema is important, these days it assumes a less important role compared to its 
economic aspect because film production involves huge investment by its very technological 
nature. In fact, the primary aim in a capitalist country in producing a film is to get a return on the 
money invested by reaching the maximum number of people. Therefore, cinema can legitimately 
4 The usual definition of an industry as a habitual employment of people producing identical goods does not seem to 
be very relevant to the film industry. 
5 The essential characteristics of service industry, seems to be that 'the activity and its result coincides with the 
consumption' and that they 'are separated neither in time or space'. 
6 Artistic process of the film -making is also an economic activity. Most works of art like a painting or sculpture is 
the product of a single artist. The material means of production utilised are not very significant. A film on the other 
hand is the cooperative effort of a multitude of persons, specialised in different disciplines. The writer, the director, 
the stars, the playback singers, the dancers and a host of technical and non -technical personnel corporate with one 
another at different stages to make a work of art called a feature film. The second part of film -making consists of 
making copies of the original product which is a normal industrial activity, which is subject to the law of variable 
proportions. The producer's profit is largely a function of consumer demand as expressed at time of exhibition of 
these copies rather than on the number of copies taken. 
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be called a commercial art7' which is one of the most popular forms of entertainment generating 
revenue. In Bollywood a large number of films are produced to satisfy the mental faculties 
consuming different services, large amounts of money, people and art forms, which in turn forms a 
globalised product, reaching large number of people all over the world and generating huge sums 
of money. 
10.5.3 Services Involved In Production Of A Film 
Production of any film requires involvement of a large range of services at various stages of its 
production. These services range from technological, artistic, locational, transport, hotel and 
catering services, financial activities, to publicity related activities etc. The technological services 
alone account for involvement of a large variety of professionals (photographers/ 
cinematographers, sound and light mixing technicians, musicians and dubbing technicians). These 
technicians along with directors, writers, actors and dancers add artistic value to the film. The more 
important advanced producer services used in making of a film are banking and financial services, 
publicity and advertising, insurance, legal services and accountancy. 
For the technological services the film producers tend to use the modem and fully equipped 
studios, which are specific to their needs. These studios offer wide range of services where the 
films can be shot, songs can be recorded, dubbing and editing can be done. It is seen that a large 
number of studios offering the above mentioned services are located in different parts of the 
country like Mumbai, Chermai, New Delhi, Hyderabad, Banglore and Ahemdabad. But the most 
common studios that the film producers use for shooting and other technological needs are located 
in Mumbai and Chennai as shown in table 10.11 below: 
7 The entire process of commercial film production is intertwined with a number of other aspects that make the film 
what it is and entails higher cost of production (budgets in many cases exceed several million dollars). Also the cost 
of production of the film is not subject to laws of returns that occupy a prominent place in the ordinary text -books 
of Economics. A very good example of which is found in India, where costs of film production (sometime running 
into millions) and the price of a ticket does not control the behaviour of the cinema -goer. In 1989, out of its 900 
million people, an average of 10 million (which was nearly the population of London), movie- goers bought tickets 
every day to watch their favourite stars, where some of them often paid a whole day's earnings to watch a film (K. 
Moti Gokulsing and W. Dissanayake, 1998). 
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Table 10.11 Film Studios in India 
City Name of the Studio 
Mumbai Film City 
Mehboob Studio 
Mohan Studios 
Paramount Studios 
Roop Tara Studios 
Central Famous Kardar Studios 
R. K. Films & Studios 
Kamalistan 
Video World 
Western Outdoor 
Filmistan Studios 
Sahara India TV Network 
Chandivali Outdoor Studio 
Essel Studio 
New Delhi Surinder Kapoor Studios 
Chennai AVM Studios 
Prasad Studios 
Murugalaya Studios 
AIRS Studios 
Vijaya Vauhini Studios 
Neptune Studios 
Hyderabad Padmalaya 
Ramanaidu studio 
Annapurna Studios 
Banglore Ramnagrarn Studios 
Halol Lucky Studio 
Calcutta The Tollygung Studio 
Source: http: //cineina. shoin. com/orizanisations/sudios. htm accessed in Nov., 2005 
For example Mumbai has studios like Film City, Filmistan, R K. Studios and Rajkamal Studios 
where films are shot (but the above mentioned source seems to have missed out some of the other 
studios that present). Other studios like AdIabs and Audeus where films are processed or in other 
words post production editing takes place, and recording studios like Sunny Super Sounds and 
M'audeus, where music is produced and all sorts voice recordings take place 
(http: //www. 1212. com/rec/India/home. html). Studios like Spectral Harmony, which specialise in 
film-music, are also present in Mumbai (http: //www. real-imape. com/meet/iLily0l. asp). Also there 
are other studios like EFX Prasad Studio that situated in Chermai that provide both pre-/ post- 
production facilities. This table shows that Mumbai has the largest number of film studios in the 
country, which offer the services required for film production. 
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Further based on the requirement of the story the producers tend to choose locations for shooting 
the film. Further but from time to time the film producers tend to choose locations that are in other 
cities of India and abroad. The most common locations outside Mumbai are New Delhi, Chennai, 
Kolkata, Hyderabad, Agra, Jaipur, Ooty and other hill stations. These days big budget films are 
being shot in foreign countries with London, New York, Alps in Switzerland and Austria, and tulip 
fields around Amsterdam being the old time favourites. Also Singapore, Kuala Lumpur, parts of 
Australia, New Zealand and Canada have been added to the list. Film shooting abroad involves 
interaction with the foreign services firms such as hotels, travel agents, transport companies, dress 
designers etc. and advanced producer services such as foreign banks, insurance companies, 
advertising firms, financers (producers) and accountants. 
Hence the selection and location of the services firms becomes an important factor for film 
production. But no regularity is seen in the way any of the services firms are selected and used 
(table A. 7, in the appendix). 
10.5.4 The Location of Producer Services Firms Involved in the Production of Bollywood 
Films 
For the purpose of finding out the type of producer services firms used by Bollywood film 
producers I undertook an exercise where, I watched more than 150 Bollywood films produced in 
India that were released after the year 2000 and recorded the credits of these films to see which 
were the most commonly used producer services firms by the film producers (the methodology for 
which is given in chapter 4). The names of the various producer services firms involved in the 
production of 54 films are given in table A. 7 (in the appendix) broadly suggesting the type of 
producer services firms that are involved in film production in India. The result of this exercise 
shows no particular patterns. The selection of the type of producer services and the firms providing 
these services depend on the choice of individual producers and the relationship of that producer 
with the producer services firms present in a particular country (mainly in Mumbai, as some of the 
film producers use producer services abroad and since most of these countries have migrant Indian 
populations, services provided by the migrant populations are quite readily available and used). 
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But what is seen from table A. 7 (in the appendix) is that for production of Bollywood films the 
Indian film producers mostly tend to use services that are in and around the city of Mumbai. 
A key lesson here is that here again face to face contacts are important for the film producers which 
help them to select a particular producer services firm. These relationships could be ones built 
over the long term - Bollywood is much 'older' than the contemporary global expansion of 
services - which is reflected in the continual use of local services despite globalisation of some 
production and of the product itselE For example while shooting in London they still use an 
accountancy firm in Mumbai suggesting that long established businesses have not lost out to 
globalisation and are strongly embedded in Indian economic practices. This comes out clearly from 
the table 10.12, which gives the number of uses of producer services firms/ agencies that are used 
in Bollywood. 
Table 10.12 Advanced Producer Services used in Bollywood 
Banking Insurance Accountancy Advertising 
Number of Firms/ 29 2 106 62 
Agencies 
Number of Uses 64 7 117 71 
Of Firms/ Agencies 
What the above table shows is that Bollywood makes use of a lot of different firms in the 
production of films and mostly all of them based in Mumbai. Out of the 54 films mentioned in 
table A. 7 (in the appendix), 29 different banks were used and the number of uses of these 29 
banks was 64 (as in some films film producers used more than one bank). Again for insurance only 
2 different firms were mentioned with the total uses of insurance firms being 7. 
For Accountancy the data was difficult to collect, (therefore, was put together as accountancy 
sector in table A. 7 in the appendix), where there were 106 different accountancy firms and 
accountants used. In some cases services of two or more accountancy firms or 2 or more 
accountants were used for producing a particular film. Thus the total number of uses for 
accountancy firms / agencies were 117. Again for advertising/ publicity many professionals were 
used and for the purpose of data standardisation were put together under advertising. Some film 
producers have tend to use two or more advertising / publicity agents for one particular film, which 
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made the number of different agencies / agents used to 62 and their total uses being 7 1. This clearly 
shows a lot of diversity in the use of producer services in Bollywood, with no specific patterns 
emerging out of it. 
In short it can be said that the Indian film industry is quite a dynamic industry where thousands of 
people are employed and lots of producer services are involved in film production, ranging from 
local to national and international producer services. The end product i. e. a Bollywood film is sold 
in the cities all over the world generating high revenue for the industry and providing social and 
cultural entertainment. This is the kind of interaction by Bollywood film professionals with the rest 
of the world that truly contributes to globalisation. Thus Bollywood in the city of Mumbai acts as 
one of the many Indian contributions to contemporary globalisation making Mumbai the most 
important external link in the world city network. 
10.6 Conclusion 
Since the functional characteristics of the cities have attained much significance in the 
contemporary studies, this chapter has explored the functional city network in India, based on the 
producer services firms operating in the country. With the growth of the services in the Indian 
economy, mainly due to the number of policy changes favouring the services, the total number of 
services firms increased in the country. 
A large number of these services firms are located in the major Indian cities (which were 
traditionally seen as mega-cities). With the privatisation of services and acceptance of foreign firms 
in restricted sectors, the transnational firms began to open their offices in the major Indian cities. 
Initially the Government of India formulated rules to suggest the location of the foreign firms 
allowing foreign firms to open their offices in either Mumbai or New Delhi, which has now 
changed and has led to expansion of offices of foreign firms in other major cities. Of the many 
million cities some received more attention due to their special characteristics (e. g. Banglore saw 
the influx of transnational firms because of the then developing IT industry). Again cities like Pune, 
Ahemdabad and Hyderabad, were much favoured locations for transnational firms because of the 
Software Technology Parks developed there. The other cities that did not go unnoticed, 
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Chandigarh, Lucknow and Kanpur, which are located in the north of the country and have had 
some share of the benefits of the services firms being located there. 
The bigger picture shows the largest concentration of transnational firms in five major cities 
Mumbai topping the list, followed by New Delhi, Chennai, Calcutta and Banglore. Whereas, there 
are four cities namely that do not have any foreign services firms. In this chapter I have 
concentrated on the top 2 Indian cities, New Delhi and Mumbai that provided the most significant 
internal and external links respectively, in the world city network. 
The city of New Delhi as the capital of the country has earned a fare amount of importance in all 
forms of socio-political and economic sections in the country. More important in the contemporary 
studies is the formation of New Delhi as the most important rival link to Mumbai at the national 
level and relatively weak at the global scale within the Indian functional city system, serving the 
more complex global functional city network (as discussed earlier on in the chapter in 10.4). 
The survey suggests that the type of producer services firms that are operating in New Delhi were 
either head-offices for the firms or other high value offices. The managers do form a 
communication link between intra firm offices and in some cases inter firm offices. A majority of 
the managers conducted business at a national level and travelling to other major cities for 
fulfilling, inter or intra-firm business needs or search of clients. A minority of these managers 
concentrated on the business conducted by the offices within their regional jurisdiction (which is 
normally located within the Delhi region or in the Northern part of the country). 
Today Mumbai has the largest number of producer services firm in the country and the largest 
number of foreign firms within ihe country. Mumbai also has the bubbling Ilindi film industry 
'Bollywood'. Bollywood produces one of largest number of feature films in the world, involving a 
huge number of producer services firms. The kind of producer services that are involved in the 
process of filmmaking are accountancy, banking, insurance, legal and advertising services. Today 
most of the film producers tend to use producer services finris that are local, i. e. based in and 
around Mumbai. This also true for the big budget films are made abroad, mainly in Switzerland 
(Zurich), US (New York), UK (London), Dubai, Singapore etc. Therefore, it can be said, even if 
the interaction of Bollywood filmmakers has increased with other world cities, the producer 
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services located in Mumbai, remain the favourites for the Bollywood film producers of that are 
inclined equally towards Indian and foreign producer services firms located in and around Mumbai. 
Since the Bollywood feature films produced involve very high amount of money, they are 
therefore, targeted towards generating maximum returns in terms of money, which is being 
generated by releasing these films in foreign countries to get foreign currency. The countries with 
large Indian populations are targets of the Indian producers, to feature their films in the theatres 
there in order to generate foreign currency (e. g. UK, US, Dubai, Canada). Other countries with no 
Indian population or some migrant population also form a market for the so-called Bollywood films 
(e. g. Pakistan, Afghanistan, Thailand, Malaysia, Singapore). Therefore, Bollywood films bring a 
large amount of export revenue into the country and have contribution to the economic 
globalisation in the country. Also the socio-cultural importance of Bollywood films cannot be 
ignored, where fashion trends are evolved, messages of mass communication are exhibited, various 
rituals of cultural importance are depicted and help in keeping the traditional art and music alive. 
All these aspects of Bollywood films have added to the globalisation in the country, making 
Mumbai the most important external link in the world city network. 
In short, the two cities New Delhi and Mumbai have formed the most important links within the 
functional city system in India and beyond. The evidence at the beginning of the chapter shows 
both New Delhi and Mumbai to be globalising cities, with latter arguably India's 'global city'. In 
the case studies New Delhi's international links are shown to be less important that its national 
links but confirm its 'globalising' status; whereas for Mumbai it is shown that it is 'glocal': its 
major global industry draws upon local services. In other words, like other global cities (Sassen 
200 1), Mumbai is not only global. 
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CONCLUSION 
This has been an empirical study, where the focus of my thesis was to highlight the processes 
of contemporary globalisation in India, the role producer services played in changing the 
Indian economic structure and lastly, the role of producer services firms in making Indian 
world cities the nodes within the newly developed flow networks (which was based on 
Sassen's model). For this study I used the GaWC quantitative methods of analysis, which 
worked well to produce findings and results about the network of offices of 4 producer 
services (advertising, insurance, accountancy and banking) spread over 12 major Indian cities. 
I also used two other methods for my two case studies (given in the chapter 10, which have 
been experimental) - one on the producer services firms in New Delhi, where I conducted a 
survey of 90 such producer services firms and the other on Bollywood, where Hindi feature 
films were identified as a globalised product - and suggest them for future research. In this 
conclusion I review the results about Indian cities under the conditions of contemporary 
globalisation in the light of my work. 
My work started with a look into contemporary globalisation (which means different things to 
different people). Globalisation has been defined in two broad categories, firstly socio- 
cultural having historical and political dimensions and the second being economic in nature. 
The non-economic in general, and the socio-cultural domain of globalisation in particular, 
appears more complex than its economic counterpart, where, changes in the economy are 
socially and politically generated as well as mediated. In other words, the increasing 
movements of people, goods, capital and information have led to transformation and 
reshaping the economic, cultural and political processes leading to a more globaliscd world. 
Further, what was noticed was, globalisation of the past 20 years or so has shown a definitive 
shift in the proportion of the world's economic activity that is transnational, accompanied by 
rapid growth of services and world cities have become nodes in this transnational activity. As 
large trans-national manufacturing firms began to develop international production systems 
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their existing services suppliers also began to follow them around the world. Services became 
important for all sorts of economies and nations. The result was internationalisation of 
services firms across the developed world, especially the internationalisation of banking and 
finance. After the saturation of their domestic markets the trans-national services firms moved 
from the developed nations towards the developing nations, for which the necessary uniform 
global economic environment (in terms of regulations) was required. Tkerefore, number of 
world organisations (various trading blocs and associated organisations) and policies were 
formulated e. g. GAT, to focus on the development of services. 
To accommodate this sort of economic openness a number of changes were made in political 
and economic policies of the participating nations. Some countries changed their trading 
policies where, the spatial dimension of economic globalisation was reinforced by political 
attempts to institutional ise regional economic co-operation around the world. Examples of 
such regional-economic co-operation are NAFTA (The North American Free Trade 
Agreement) between the United States, Canada and Mexico, EU (European Union), APEC 
(Asian-Pacific Economic Co-operation), ASEAN (Association of Southeast Asian Nations), 
and in the case of South Asian nations SAARC (South Asian Association for Regional Co- 
operation). 
While, some developing countries made few economic policy changes (which included 
deregulation and liberalisation of economic laws) other developing countries adopted severe 
measures to improve their economic situation and made major structural changes at both 
political and economic level. A number of east-Asian countries shifted their focus from their 
existing inward-looking development policies, to outward-looking strategies and through 
improvement in efficiencies succeed in raising the rates of growth of their GDP (as in the case 
of India, especially in 1990's when India decided to adopt a new liberated economic policy). 
Since, major structural reforms were incorporated by many developing nations to improve 
their respective economies, mainly by adopting more liberated and deregulated policies, India 
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also incorporated reforms to accelerate its economic growth. During the first period of 
economic growth i. e. between 1960's and 1970's the reforms were formulated to achieve the 
basic aim of self-sufficiency and self-reliance to be achieved by executing inward-looking 
import substituting policies. Whereas, during the second period of economic growth between 
1985-95 under new economic policies (the July 1991 budget incorporated structural 
adjustment to accommodate economic globalisation), some sectors received individual 
attention and were directly targeted under outward-looking export promoting national policies 
and therefore, the performance of these sector increased. The structural adjustment 
programme during the 1990's included the fiscal policy reforms along with financial sector 
reforms with major emphasis on banking and insurance (where liberalisation, deregulation 
and privatisation were the main aims of the economic reforms in India). These reforms were 
also meant to attract FDI in the country as a whole, which was achieved gradually. The result 
was an increase in production in various sectors of the Indian economy leading to an increase 
in GDP. The sectors of economy, which benefited from these reforms, were the industrial 
sector, manufacturing and the services sector. The industries which were earlier restricted to 
public sector were opened to private sector. 
But it was the services sector that got the much-needed input to come out as the sector with 
the highest growth rate from the 1980's to 2000. Its two sub-sectors i. e. first the IT industry 
and secondly, the financial sector comprising the banks and insurance companies, were the 
ones that got most attention and showed the maximum change. Foreign participation was 
allowed in the services sector (IT and communication, insurance and banking), where 
competition generated by the trans-national finns gave a big boost to the services sector. 
Information technology showed major development as an industry, with a growth rate of over 
50% and today making IT products account for the major share in the Indian exports. After 
the enforcement of laws in the IT industry new cities came up as Software Technology Parks 
(Banglore, Pune, Hyderabad, Noida, Thiruvananthapuram, Bhubneswar and Gandhinagar), 
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which mainly helped Banglore to become a major IT city in India and the world (Aranya, 
2003). 
Private sector banks were allowed to operate along with the nationalised banks and foreign 
banks were also permitted to operate in the country under the new banking Act. This attracted 
a large number of Indian private sector banking firms and foreign banking firins to operate in 
India. But the foreign banks under the directions of Reserve Bank of India were initially 
allowed to operate only in Mumbai and New Delhi (of late it is seen that these banks are 
allowed to have their offices in other major cities in India). New banks brought with them 
new technology and 'universal banking' started in India. Many banks expanded their 
operations through mergers and acquisitions. Also new Indian banks were allowed to operate 
in other countries. The reforms in the banking sector (both retail and corporate), gave the 
much needed, boost to the banks in India to promote investments and external borrowings. 
This process of private and foreign participation in investments and external borrowings 
indicates the progress towards integration of Indian financial sector in the world economy. 
The data analysis show that Mumbai is clearly the financial capital of the country, with the 
highest sum of service value banking offices and highest connectivity score. The city that is 
second in importance for banking is New Delhi, followed by Chennai and Calcutta. The other 
cities that are important for the banking sector are Banglore and Hyderabad. The cities with 
least connectivity scores are Chandigarh and Lucknow, which makes them least important for 
banking in the country. The Q- mode analysis shows that 66% of the data is explained by 3 
components where the largest is Cyber cities (Chennai, Banglore, Hyderabad, Mumbai and 
Lucknow) having similar distribution pattern of firms in the country. The R-mode analysis 
shows Southern (Chennai and Banglore) and Eastern city (Calcutta) spatial strategic emphasis 
of firms. 
The insurance sector that was government regulated for over 50 years in India, also received 
some attention during the second phase of globalisation, when in 2000 Insurance Act was 
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passed and insurance was opened to the private sector. Along with the private players, foreign 
companies also got entry into the Indian insurance sector and they collaborated with the 
existing private companies to provide competition to the much-closed insurance sector. The 
data analysis (based on the then existing 4 public sector insurance companies) show New 
Delhi and Mumbai are the two most important cities for insurance in India, where, the two 
cities have maximum and equal number of sum of service value and New Delhi is the most 
connected city in the country, for insurance firms. The other cities that are important are 
Calcutta and Chennai, followed by Chandigarh. The cities that show lowest sum of service 
value offices and connectivity scores are Kanpur and Lucknow. 
Accountancy sector got a boost due to economic globalisation in the country. New laws were 
incorporated which were beneficial for the accountancy firms and as a result all big 
accountancy firms now provide a vast and enhanced range of services to their clients. For 
example, the new audit service requirements alone have generated a large amount of business 
for the accountancy firins (sole proprietorship firms and partnership firms). These firms are 
now conducting retail and corporate level business (national and international business) from 
their offices located in major Indian cities. Along with these big Indian accountancy firms, 
foreign accountancy firms have also opened their offices in major Indian cities and so the 
total number of accountancy firms has gone up since. The data analysis shows Mumbai to be 
the most connected city in the country and also with the highest sum of service value offices 
for accountancy, followed by Calcutta, Chennai and New Delhi. The city that comes next is 
Banglore and cities that are least important for accountancy being Chandigarh and Jaipur. The 
Q-mode analysis generated 6 components, where the first component is Major cities, where 
firms in Chermai, Ahemdabad, Banglore and Calcutta showing similar pattern of accountancy 
firms. Again the R-mode analysis, indicate that firms have a spatial strategic emphasis on 
global city (Mumbai) and eastern city (Calcutta). 
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With the new regulations and entry of foreign firms, came the big trans-national advertising 
firms. The trans-national advertising firms brought with them the necessary infrastructure and 
competition required for the advertising sector. The foreign advertising firms formed 
partnerships and helped Indian firms to be a part of big advertising conglomerates, like The 
Thompson Group, Ogilvy and Mather Group along with WPP Mauritius, Lintas Worldwide 
and FCB Worldwide. These big advertising firms opened their branches in almost all major 
cities in order to provide the necessary services to their clients (overseas and Indian). Many of 
these big advertising agencies have got subsidiaries and have opened offices in major Indian 
cities and are operating as market research agencies, PR consultancies, Event Management 
agencies etc. 
The city that is the most important for advertising in India is Mumbai followed by New Delhi. 
Again the city to show highest connectivity score is Mumbai and it also has the largest sum of 
service value offices for advertising firms in the country. The cities that come next in order of 
importance are Chennai, Banglore and Calcutta. The cities that are least important for 
advertising are Lucknow and Kanpur. Further data analysis i. e. Q-mode analysis, shows that 
60% of the data is explained 4 components where the largest component that is Northern 
cities (Chandigarh, Jaipur, Lucknow and New Delhi) have similar patterns of distribution of 
advertising firms, The R-mode analysis shows Eastern city (Calcutta) and Southern cities 
(Chennai and Banglore) have the spatial strategic emphasis of firms. 
Overall the analyses suggest that advanced producer services are generating 5 Indian world 
cities: Mumbai, New Delhi, Chennai, Calcutta and Banglore. World cities are places in and 
from which global business; finance, trade and government are arranged. In other words, it is 
the world cities that are favoured locations for the institutions of international production and 
consumption and the individuals and agencies, which support and facilitate these activities. 
These activities include corporate management, banking, finance, legal services, accounting, 
technical consulting, telecommunications, computing, international transportation, research 
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and higher education. In order to be classified as a world city, any city needs to perform these 
specialised functions. Indian cities identified above are fast becoming world cities in the 
broader sense. 
With respect to the globalisation of economic activity, translated as being the shift to services 
and finance on a global scale, cities have emerged as key locations for the production of such 
innovations (Sassen 1991). Therefore, it can be now said that, the role of cities has 
changed increasingly with the spread of globalisation, aided by trans-national producer 
services firms, forming new networks and linkages'. One key element of the functional 
world city network is that new networks and linkages are created in the system and world 
cities are at the points of convergence of these networks and thus acquire growing centrality 
and importance. 
Since the functional characteristics of the cities have attained much significance in the 
contemporary studies, and functional city network in India, based on the producer services 
firrns operating in the country, shows the cities that are most effected by the services sector 
are Mumbai (mainly due to finance, advertising and entertainment services), New Delhi (for 
accountancy, advertising and insurance services), Banglore (for its Software Technology 
Parks), Calcutta (for accountancy) and Chennai for (accountancy and advertising). 
Mumbai's role as the financial capital of the country and the increasing number of services 
firms (mainly accountancy, law, advertising, finance, consultancy, banking institutions) and 
last but not the least the establishment of Hindi film-industry in Mumbai, has made it the most 
important city in the network. New Delhi, being the National Capital has attracted a lot of 
producer services firms and has attained a spatial strategic position due to that. A number of 
producer services firms were initially located in New Delhi due to RBI regulations, as in the 
case of foreign banks and other foreign companies. Today, New Delhi with its new ST Parks 
1 Network functions are engendered through financial flows, headquarter-branch relations, high-tech 
service intensity, and tele-communications networks. In other words instead of international firm as 
vertically integrated worldwide business hierarchy, much recent reflection about the organisation of 
global business has turned on the notion of the firm as the central node in a variety of global linkages. 
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(New Delhi-Gurgaon belt) also attracts a large number of producer services firms. The 
information technology revolution has simultaneously transformed the cities in a different 
way. For example, Banglore received much attention due to the computer and other 
information technology and research centres in the city attracted a lot of domestic ad foreign 
attention. A large number of trans-national companies set up their offices in the city, thus 
making it the 'Silicon City of India'. 
Further, Mumbai, N. Delhi and Chennai provide the best sort of media coverage. Therefore, 
based on all the needs of the advertising sector, these cities provide the best possible location 
for advertising firms in India. The city with maximum number of accountancy firms in India 
is Mumbai closely followed by New Delhi. Other cities with large number of accountancy 
firms are Calcutta and Chennai. The cities, which show a high sum of high value service 
offices, are Mumbai followed by Calcutta then New Delhi, Chennai and Banglore. Further, 
data analysis shows that Mumbai is the city with the highest connectivity level followed by 
Calcutta and Chennai respectively. 
Overall the city with the highest number of producer service firms is Mumbai followed by 
New Delhi. The cities with high service or activity for all the producer services are Mumbai 
and New Delhi, followed by Chermai, Calcutta and Banglore. The city that provides medium 
service or activity is Hyderabad. The cities with low service values are Ahemdabad, Pune and 
Jaipur. Then there are Chandigarh, Lucknow and Kanpur with lowest value. 
The cities that have the high levels of connectivity for all the four producer services in India 
are first the big two, Mumbai (leading the list has the highest level of connections for all the 
producer services with other cities in India), followed by New Delhi. Then come the three 
cities of Chennai, Banglore and Calcutta, showing moderate level of connectivity. The cities 
with a relatively low level of connectivity are Hyderabad, Ahemdabad and Pune. The cities 
with lowest connectivity values are Jaipur, Chandigarh, Lucknow and Kanpur. 
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The composite data Q-mode principle analysis, show cyber cities (component 1), i. e. Chennai 
and Banglore explain 21.30% of the data, where the scores show advertising firms have 
similar patterns of location. 17.4% is explained by Northern cities (component 2), i. e. New 
Delhi, Chandigarh and Lucknow, where the scores show advertising firms and insurance 
companies have a similar pattern of office location. 
The composite data R-mode principle data analysis shows Mumbai as the global city 
component, explaining 24.86% of the data, as the spatial strategic emphasis of firms here. 
Southern city component explains 23.13% of the data. Then is eastern city component 
explaining 22.42% of the data and finally capital city component explaining 16.81% of the 
data, as the spatial strategic emphasis of firms. 
Overall the world city network for producer service firms shows Mumbai as the most 
important city as it has the highest number of producer services firms (Indian and foreign) 
followed by New Delhi. Other cities with high activity for all the producer services are 
Chermai, Calcutta and Banglore. The city that provides medium service or activity is 
Hyderabad. The cities with low activity values are Ahemdabad, Pune and Jaipur. Then there 
are Chandigarh, Lucknow and Kanpur with lowest service and are also have very low 
proportionate connectivity to Mumbai. 
The 5 cities thus identified with high values were dealt with in chapter 10 to show their 
hinterworld and in what followed, I could identify 'Big two' cities in the Indian functional 
city network, Mumbai and New Delhi, which have the most number of producer services 
links. Therefore, I then concentrated on the 'Big two' cities, as it is in these cities that the high 
status offices (mostly headquarters) are located and the aim was to illustrate some of the key 
workings of how these two cities link into the world city network. For this purpose I selected 
producer services firms in New Delhi and Bollywood in Mumbai (which have been 
experimental and given in chapter 10). 
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After the survey of the producer services firms what came out was, these firms were 
conducting a lot of business with their offices in other parts of the country and with other 
firms either in India or abroad (as in the case of banks and insurance companies). Further, the 
key lesson from the interviews and tabulated results was that, for the high level employees of 
these producer services firms face to face relationships are important to carry on business or 
to generate future business. These relationships have either been developed over long term or 
are in the process of forming. The managers or decision makers feel the need for face to face- 
contact because of which they travel to their or other offices in various cities. The travel is 
both for intra-firm and inter-firm business. 
Also Bollywood - the Hindi Film Industry acts as one of the most conspicuous examples of 
Mumbai's globalisation. Today the production of feature films, form an integral part of the 
commercial activity that takes place in Mumbai, involving large number of workers 
(financers, actors, advertisers etc. ), services and instruments (both Indian and foreign) with 
the resultant film, its globalised product, seen in all parts of the world by a large number of 
Indian and non Indian populations. Therefore, the aim of the exercise was to explore the role 
of Bollywood in making Murnbai an important Indian node for the world functional city 
network. 
Film shooting involves interaction with many Indian and foreign services firms such as 
hotels, travel agents, transport companies, dress designers etc. and advanced producer 
services such as foreign banks, insurance companies, advertising firms, financers (producers) 
and accountants. Hence the selection and location of the services firms becomes an important 
factor for film production. But no regularity was seen in the way any of the services firms 
were selected and used (table A. 7, in the appendix). The selection of the type of producer 
services and the firms providing these services depended upon the individual producers and 
the relationship of that producer with the producer services firms present in a particular 
country. In India it was mainly the Mumbai based services that were most commonly used 
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and while abroad they were mainly those that were provided by the migrant Indian 
populations (since in most foreign countries migrant Indian populations are present, services 
provided by the migrant populations are quite readily available and used by the visiting Indian 
film producers). 
A key lesson here is that here again face to face contacts are important for the film producers 
which help them to select a particular producer services firm. These relationships could be 
ones built over the long term - Bollywood is much 'older' than the contemporary global 
expansion of services - which is reflected in the continual use of local services despite 
globalisation of some production and of the product itself. For example while shooting in 
London they still use an accountancy firm in Mumbai suggesting that long established 
businesses have not lost out to globalisation and are strongly embedded in Indian economic 
practices. 
11.1 Major findings 
The major findings of my research are given below: 
11.1.1 Contemporary economic globalisation took off in India during the late 1980's and 
early 1990's with large number of economic reforms targeted to increase GDP and boost FDI, 
in the form of economic policy reforms incorporated in 1991. 
11.1.2 The reforms were in the form of structural adjustments of the economic sector (dealt in 
the chapter 2), with major emphasis on the industrial policy, liberalisation, deregulation and 
privatisation especially of the financial sector to facilitate major foreign investment in the 
form of FDI 
11.1.3 These reforms further acted as a spring- board for services as a whole in India, with 
telecommunication and software industry getting a major boost. A lot of Software 
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Development Parks came up in the country (as discussed in chapter 3) and incentives were 
provided to facilitate export of the software. 
11.1.4 The other services that got the major boost were the producer services especially 
banking and insurance. Economic policy changes provided the much-needed liberalisation 
and deregulation for the producer services mainly the financial services (banking and 
insurance) 
11.1.5 As a result of the liberalisation and deregulation, especially privatisation, private and 
foreign services firms were allowed to operate in the country. New private producer services 
opened their office in major Indian cities. Also foreign banks and insurance firms opened 
their offices in the country, providing foreign investment, technology and competition. But 
due to government regulations they were initially allowed to operate from Mumbai and 
NewDelhi (dealt in Chapter 5) 
11.1.6 The new private and foreign firms formed large office networks of producer services in 
India in major Indian cities contributing to economic globalisation (dealt with individually in 
chapters 5 to 8, under each producer service) 
11.1.7 The office networks of the producer services show that many foreign firms are 
operating in the country, but Indian firms have not been able to show similar results and only 
a very small number of Indian producer services firms have established their offices abroad 
(especially the banks and insurance firms stated in chapter 5 and 8) 
11.1.8 Major Indian cities have become a part of the world city network based on the number 
and type of producer services firms acting as nodes within the larger networks. Chapter 9 
specifically deals with the 12 major cities. The main discriminating results in table 9.4 are for 
R-mode analysis showing which cities articulate services. Working backwards Kanpur, 
Lucknow, Chandigarh, Jaipur and Pune exhibit no articulations and are therefore, confirmed 
as not being major producer services centres. Ahemdabad and Hyderabad have just one 
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articulation each, Chennai and Banglore have two, leaving only Calcutta, New Delhi and 
Mumbai articulating all three services reported in table 9.4. The surprise is, perhaps, Calcutta 
and reflects its total domination of its region. 
11.1.9 On the whole 'big five cities' that are important from the point of view of locational 
importance for producer services firms are Mumbai, New Delhi, Chennai, Calcutta and 
Banglore in the descending order (based on the number of firms located in a city, their sum of 
service value and connectivity scores). The cities with moderate number of firms are 
Ahemdabad and Hyderabad. Jaipur, Pune and Chandigarh are the cities with low number of 
finns. Kanpur and Lucknow are the cities with least number of producer services firms and 
are considered least important in terms of their service value and connectivity scores of 
producer services firms in the country. 
11.1.10 The whole exercise undertaken by me, shows Mumbai as the global city in India 
showing high levels of globalisation, followed by New Delhi as the most important 
globalising city. Of the 10 remaining cities Chennai, Calcutta and Banglore are world cities, 
with Hyderabad approaching to be a world city. Other 6 cities (Ahemdabad, Jaipur, Pune, 
Chandigarh, Lucknow and Kanpur) are important Indian cities, but are not players in the 
world city network. 
1.1.11 In short, the two cities New Delhi and Mumbai have formed the most important links 
within the functional city system in India and beyond. The evidence at the beginning of the 
chapter shows both New Delhi and Mumbai to be globalising cities, with latter arguably 
India's 'global city'. In the case studies New Delhi's international links are shown to be less 
important that its national links but confirm its 'globalising' status; whereas for Mumbai it is 
shown that it is 1glocal': its major global industry draws upon local services. In other words, 
like other global cities (Sassen 2001), Mumbai is not only global. 
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11.1.12 Further for New Delhi based producer services firms face to face relationship was 
very important to conduct their business as is for all producer services (Sassen 2001). 
11.1.13 For the Bollywood film producers again it was the face-to-face relationships that 
made the film producers select the kind of producer services firm they wanted to use. 
The basic message of this dissertation for world cities studies in general is that using Sassen's 
model and Taylor's extension, Third World cities like India's are becoming integrated into a 
world city network through advanced producer service provision. 
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Appendix 
Table A. 1 Banking Activity Data Matrix 
BAN KG ROU P/BAN K AHD BLR CAL CHA CHE HYD JAI KAN LKW MUM DEL PUN 
State Bank of Bikaner and Jaipur 113021210340 
State Bank of Hydrabad 011031000220 
State Bank of Indore 001010010210 
State Bank of Mysore 021010000110 
State Bank of Saurashtra 211011010230 
State Bank of Travancore 021021000121 
Allahabad Bank 114122111431 
Andhra Bank 001121310220 
Bank of Baroda 334132021532 
Bank of Maharashtra 013021000313 
Canara Bank 110211010311 
Central Bank of India 123032211533 
Corporation Bank 021021100431 
Dena Bank 112011200421 
Indian Bank 133152101541 
oriental Bank of Commerce 001110100231 
Punjab National Bank 111121111441 
Syndicate Bank 143132101551 
Union Bank of India 222111110531 
United Bank of India 103011000220 
United Commercial bank 111112111231 
ViJaya Bank 123021100320 
Bank of Madura 001001000110 
Bank of Rajasthan 001011100110 
Bharat Overseas Bank 111030000131 
Catholic Syrian Bank 010010000110 
I 
Federal Bank 20000 
ICICI Bank I 1 1 1 1 1 0 0 1 1 1 
Jammu & Kashmir Bank 0110110120 
Karnataka Bank 
Karur Vysya Bank 
Lakshmi Vilas Bank 
South Indian Bank 
0 2 
1 
0 
0 
3 
2 
0 
0 
1 
0 
1 
0 
0 
0 
1 
1 
5 
3 
0 1 
0 
2 
1 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
3 
2 
1 
1 
I 
1 
1 
1 
0 
0 
0 
0 
Tamilnad Mercantile Bank 11103100021 
Vysya Bank 
Bank of Tokyo 
0 
0 
3 
0 
1 
1 
0 1 
0 1 
1 
0 
1 
0 
0 
0 
0 
0 
3 
1 
3 
1 
0 
0 
Hongkong & Shanghai Bank 011010000120 
Table A. 2 Accountancy Activity Value Data Matrix 
ACCOUNTANCY (PARTNERSHIP) AHD 13LR CAL CHA CHE HYD JAI KAN LKW MUM DEL PUN lUA-rllM%lE: r%l 0 f^ -- CHATURVEDI & CO. 
CHATURVEDI & PARTNERS 
DELOITTE HASKINS & SELLS 
LOVELOCK & LEWES 
LOVELOCK & LEWES & ASSO 
RAY & RAY CO. 
A-SACHDEV & CO. 
A. F. FERGUSON &CO. 
A. F. FERGUSON & ASSO. 
ADUKIA & ASSO. 
ARTHUR ANDERSON &Co. 
ARTHUR ANDERSON & ASSO 
BHARAT S. RAUT & CO. 
FORD RHODES PARKS & CO. 
JAIN CHOUDHARY & CO. 
PRICE WATERHOUSE 
PRICE WATERHOUSE & CO 
S. B. BILLIMORIA & CO. 
S. R. BATLIBOI & CO. 
TODARWAL & ASSO. 
V. SANKAR AIYAR & CO. 
CHOKSEY BHARGAVA & CO. 
SAHNI NATARAJAN & BEHL 
00 
0 
0 
0 
THAKUR VAIDYANATH AIYAR & CO 0 
VINOD KUMAR & ASSO. 0 
11 
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301 
4 0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
5 
1 
3 
0 
0 
I 
I 
1 
I 
I 
1 
1 
0 
I 
5 
1 
1 
0 
I 
1 
0 
I 
1 
o011110 
1010110 
o000500 
1000210 
1000110 
o000110 
o013110 
1000511 
o000500 
1000311 
o000310 
o000310 
o000510 
o000410 
o100510 
o000141 
o000121 
1000511 
1000111 
0000300 
o000410 
0000151 
0000121 
1000140 
0000130 
Table A. 3 Advertising Activity Data Matrix 
ADVERTISING AGENCIES 
ADFACTORS ADVERTISING 
ADVERTISING & SALES PROM. COR 
ADVISE ADVERTISING PVT LTD 
AKSARA ADVERTISING 
ALAKNAN DA ADV. PVT LTD 
APPEAL ADV & MKT. CONS. 
ARIES ADV. PVT LTD 
ARMS COMM. PVT LTD 
CANCO ADV PVT LTD 
CENSER ADV PVT LTD 
CLARION ADV SERVICE LTD 
CLEA ADV & MKT LTD 
COMBINE ADVERTISING CO. 
CONCEPT COMM. LTD 
CONTINENTAL ADV PVT LTD 
CONTRACT ADV (INDIA) LTD 
CRAYONS ADV & MKT PVT LTD 
DIREM MKT SERVICE PVT LTD 
EVEREST INTEGRATED COM. LTD. 
FC B-U L KA ADV LT D 
HINDUSTAN THOMPSON ASS. LTD 
IMAGEADS & COMM. PVT LTD 
INTERFACE COMM. 
INTERADS PVT LTD 
INTER PUBLICITY PVT LTD 
JAYA ADV. AGENCY 
KANARA ADV. SERVICE 
LATEST PUBLICITY 
LOWE LINTAS INDIA LTD 
MAA COMM. BOZELL LTD 
MADISON COMM. PVT LTD 
MC-CANN ERICKSON (1) LTD 
MILAP ADV. AGENCY 
MODE ADV & MKT (P) LTD 
MOULIS ADV SERVICE (P) LTD 
MUDRA COMM. LTD 
NATIONAL ADV. AGENCY 
NOTRE ADVERTISING 
OGILVY & MATHER LTD 
PEN A TRAIT COMM. (I) PVT LTD 
PERCEPT ADV. LTD 
PRESSMAN ADV & MKT LTD 
R. K. SWAMY / BBDO ADV. LTD 
RASHTRIYA ADV. AGENCY 
SSC AND B LINTAS LTD 
SISTAS SATCHI & SATCHI 
SASI ADV PVT LTD 
SEASONS ADV. ASSOS. 
SOBHAGYA ADV. SERVICES 
SRICHAKRA COMM. P. LTD 
SU D HA &SU BHA ASS. P. LTD 
SULEHKA 
AHD BAN CAL CHA CHE HYD JAI KAN LKW MUM DEL PUN A-- 3 
0 
0 
0 
0 
0 
0 
0 
4 
3 
I 
4 
0 
4 
0 
4 
3 
0 
0 
0 
3 
0 
4 
4 
4 
4 
4 
0 
0 
0 
0 
3 
I 
3 
5 
I 
4 
0 
0 
4 
4 
0 
3 
3 
1 
3 
4 
4 
0 
4 
4 
3 
2 
4 
I 
1 
0 
III 
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504 
3000540 
3000440 
1 
0 
0 
04 
00 
30 
0 
00 
40 
11 
540 
111 
300 
001 
300 
340 
101 
403 
o01 
o00 
304 
o00 
o40 
440 
400 
400 
400 
o40 
400 
330 
530 
111 
300 
430 
o00 
400 
100 
113 
530 
440 
o00 
300 
430 
310 
o00 
430 
540 
o00 
o40 
400 
00400 
I 11 
404 
0 
0 
0 
0 
0 
0 
00 
0 
0 
0 
0 
0 
TM INPUTS & SERVICES P. LTD 
TRIKAYA GREY ADV. (1) LTD 
TRITON COMM P. LTD 
UBIQUITOS ADV P. LTD 
043045000403 
440003000540 
4 
Table A. 4 Insurance Data Activity Matrix 
INSURANCE AHD 13LR CAL CHA CHE HYD JAI KAN LKW MUM DEL PUN COMPANIES 
Oriental Insurance 22 
National Insurance 22 
New India 22 
Assurance 
United India 22 
2222 
5322 
2222 
2252212 332 
Table A. 5 Producer Services Activity Matrix (Composite) 
NAMES OF THE FIRMS 
ADFACTORS ADVERTISING 
ADVERTISING & SALES PROM. 
ADVISE ADVERTISING P. LTD 
ADWIT (INDIA) PVT LTD 
AKSARA ADVERTISING 
ALAKNAN DA ADV. PVT LTD 
APPEAL ADV & MKT. CONS. 
ARIES ADV. PVT LTD 
ARMS COMM. PVT LTD 
CANCO ADV PVT LTD 
CENSER ADV PVT LTD 
CLARION ADV SERVICE LTD 
CLEA ADV & MKT LTD 
COMBINE ADVERTISING CO. 
CONCEPT COMMU. LTD. 
CONTINENTAL ADV PVT LTD 
CONTRACT ADV (INDIA) LTD 
CRAYONS ADV & MKT PVT LTD 
EVEREST INTEGRATED COMM. 
FCB-ULKA ADV LTD 
HINDUSTAN THOMPSON ASSO. 
IMAGEADS & COMM. PVT LTD 
INTERFACE COMM. 
INTERADS PVT LTD 
INTER PUBLICITY PVT LTD 
AHD BAN CAL CHA CHE HYD JAI KAN LKW MUM DEL PUN 
343033000540 
005043000440 
011011000110 
050022000230 
030044300050 
030040200050 
010411304150 
040054000300 
003011100451 
040030000530 
100100100150 
045030000440 
434034000530 
100110100150 
004040300540 
000100101150 
033030000530 
000400400450 
040004000520 
044044000540 
044040000540 
040044000540 
003040000450 
003404020450 
003040000540 
IV 
JAYA ADV. AGENCY 
KANARA ADV. SERVICE 
LATEST PUBLICITY 
LOWE LINTAS INDIA LTD 
MAA COMM. BOZELL LTD 
MC-CANN ERICKSON (1) LTD 
MILAP ADV. AGENCY 
MODE ADV & MKT (P) LTD 
MOULIS ADV SERVICE (P) LTD 
MUDRA COMM. LTD 
NATIONAL ADV. AGENCY 
NOTRE ADVERTISING 
OGILVY & MATHER LTD 
PEN A TRAIT COMM. (1) P. LTD 
PERCEPT ADV. LTD 
PRESSMAN ADV & MKT LTD 
R. K. SWAMY / BBDO ADV. LTD 
RASHTRIYA ADV. AGENCY 
SSC &B LINTAS LTD 
SISTAS SAATCHI&SAATCHI 
SASI ADV PVT LTD 
SEASONS ADV ASSO 
SOBHAGYA ADV SERVICES 
SRICHAKRA COMM P LTD 
SUDHA&SUBHA ASSO P LTD 
SULEKHA ADV P LTD 
T. M. INPUT&SERVICES P LTD 
TRIKAYA GREY ADV (1) LTD 
TRITON COMM P LTD 
UBIQUITAS ADV P LTD 
State Bank of Bikaner and Jaipur 
State Bank of Hydrabad 
State Bank of Indore 
State Bank of Mysore 
State Bank of Saurashtra 
State Bank of Travancore 
Allahabad Bank 
Andhra Bank 
Bank of Baroda 
Bank of Maharashtra 
Canara Bank 
Central Bank of India 
Corporation Bank 
Dena Bank 
Indian Bank 
Oriental Bank of Commerce 
Punjab National Bank 
Syndicate Bank 
Union Bank of India 
United Bank of India 
United Commercial bank 
Vijaya Bank 
Bank of Madura 
Bank of Rajasthan 
Bharat Overseas Bank 
Catholic Syrian Bank 
303 
0 
V 
033 
0 
11 
0 
0 
000 
000 
100 
000 
000 
00 
00 
30 
00 
00 
02 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
03 
01 
00 
00 
00 
00 
21 
00 
01 
00 
01 
00 
31 
02 
00 
01 
21 
10 
20 
10 
10 
0 
1 
00 
0 
00 
10 
00 
00 
543 
Federal Bank 0 
ICICI Bank 1 
Jammu & Kashmir Bank 0 
Karnataka Bank 0 
Karur Vysya Bank 1 
Lakshmi Vilas Bank 0 
South Indian Bank 0 
TamiInad Mercantile Bank 1 
Vysya Bank 0 
Bank of Tokyo 0 
Hongkong & Shanghai Bank 0 
CHATURVED1 & CO. 0 
CHATURVEDI & PARTNERS 0 
DELOITTE HASKINS & SELLS 3 
LOVELOCK & LEWES 0 
LOVELOCK & LEWES & ASSO 0 
RAY & RAY CO. 0 
A. SACHDEV & CO. 0 
A. F. FERGUSON & CO. 0 
A. F. FERGUSON & ASSO. 0 
ADUKIA&ASSO. 0 
ARTHUR ANDERSON &Co. 0 
ARTHUR ANDERSON & ASSO 0 
BHARAT S. RAUT & CO. 0 
FORD RHODES PARKS & Co. 0 
JAIN CHOUDHARY & CO. 1 
PRICE WATERHOUSE 0 
PRICE WATERHOUSE & CO 0 
S. B. BILLIMORIA & CO. 0 
S. R. BATLIBOI & CO. 0 
TODARWAL & ASSO. I 
V. SANKAR AIYAR & CO. 0 
CHOKSEY BHARGAVA & Co. 0 
SAHNI NATARAJAN & BEHL 0 
THAKU R VAi DYANATH AIYAR Co. 0 
VINOD KUMAR & ASSO. 0 
ORIENTAL INSURANCE 2 
NATIONAL INSURANCE CO. 2 
NEW INDIA ASSURANCE 2 
UNITED INDIA 2 
71 
1200000100 
11110o111 
010110120 
20010000310 
31052000210 
20031000110 
01010000110 
11031000210 
3101100330 
0100000110 
1100000120 
0300011110 
0301010110 
14050000500 
15011000210 
11031000110 
14000000110 
00000013110 
011000511 
010000500 
00011000311 
10010000310 
10010000310 
1010000510 
1010000410 
00000100510 
35010000141 
55050000121 
1101100051 
1501100011 
11000000300 
01010000410 
1010000151 
0000000121 
01111000140 
00110000130 
22222212352 
25322212332 
22222211532 
22252212332 
204 212 45 248 136 54 28 32 365 323 63 
Note: ADVERTISING FIRMS, Banks, ACCOUNTANCY FIRMS, INSURANCE 
COMPANIES 
vi 
Table A6 Survey Results 
NAME OF THE FIRM 
SUDHA & SUBHAASSO P LTD 
ISHTIHAAR 
IB&W 
LOWE-LINTAS & PARTNERS 
O&M 
PAMM ADVERTISING 
CRAYONS ADV & MKT P LTD 
FORD RHODES PARKS & CO 
SARVESH SRIVASTAV&CO 
KHIWANI & CO 
NAGPAL, NAGPAL&ASS0 
CHARATH & CO 
S. K. KAPOOR & CO 
K. N. &ASSO 
SETH & CO 
S. RAMANAND AYER & CO 
PRICE WATERHOUSE 
S. B. BILLIMORIA&CO 
S. R. BATLIBOl 
S. BAHL & CO 
BANCA NAZIONAL del LAVOR0 
INDIAN OVERSEAS 
PUNJAB NATIONAL BANK 
ABM-AMRO 
DEUTSCHE BANK 
CHINA TRUST BANK 
ICICI BANK 
CENTURION BANK 
HDFC BANK 
CREDIT LYONNAIS BANK 
SAKURABANK 
ORIENTAL INSURANCE 
UNITED INDIA INSURANCE 
CENSAR AD. PVT. LTD 
PRESSMAN 
MAA BOZEL 
I BFC ADS PVT LTD 
ARMS COMMUNI PVT LTD 
INTERADS PVT LTD 
AKSHARAADV 
FORESIGHT MTK & COMMUNI 
COMBINEADVLTD 
USHAK KAALADV PVT LTD 
INTERFACE COMMUNI 
PROFILEADV. 
MONTAGE ADV. PVT. LTD 
RASHTRIYAADVAGENCY 
PRATAPADV. AGENCY 
GRAPHICADS 
IMAGEADS & COMM. PVT. LTD 
EXOPSITION COMM. PVT. LTD 
CENTRUM ADV & MKT 
ALAKNANDAADVPVr. LTD 
NEW INDIA INSURANCE 
NATIONAL INSURANCE 
KPMG 
SECTOR MONIT TYPE OFF RETAIL CORP 
ADV YES HEAD 1 
ADV YES HEAD 1 
ADV YES BRANCH I 
ADV YES BRANCH 1 
ADV YES BRANCH 1 
ADV YES HEAD 1 1 
ADV YES HEAD 
ACC YES BRANCH 
ACC YES HEAD 1 1 
ACC YES HEAD 
ACC YES HEAD 
ACC YES BRANCH 
ACC YES BRANCH 
ACC YES HEAD 
ACC YES HEAD 
ACC YES HEAD 
ACC YES BRANCH 
ACC YES BRANCH 
ACC YES BRANCH 
ACC YES HEAD 
BAN YES BRANCH 
BAN YES BRANCH 
BAN YES BRANCH 
BAN YES BRANCH 
BAN YES BRANCH 
BAN YES HEAD 
BAN YES ZONAL 
BAN YES BRANCH 
BAN YES REGIONAL 
BAN YES BRANCH 
BAN YES HEAD 
INS YES HEAD 
INS YES REGIONAL 
ADV NO HEAD 
ADV NO BRANCH 
ADV NO BRANCH 
ADV NO HEAD 
ADV NO HEAD 
ADV NO HEAD 
ADV NO HEAD 
ADV NO HEAD 
ADV NO HEAD 
ADV NO HEAD 
ADV NO BRANCH 
ADV NO HEAD 
ADV NO HEAD 
ADV NO HEAD 
ADV NO HEAD 
ADV NO HEAD 
ADV NO BRANCH 
ADV NO HEAD 
ADV NO HEAD 
ADV NO HEAD 
INS NO BRANCH 
INS NO REGIONAL 
ACC NO HEAD 
VIRMANI AND ASSOCIATES 
STANDARD CHARTED GRINDL 
EXPORT-IMPORT BANK OF IND 
SANWA BANK LTD 
BERLINER BANKAG. 
BANK OF INDIA 
ORIENTAL BANK OF COMMER 
MASHREQ BANK PLC. 
RABO INDIA FIN. CORP. BANK 
THE BANK OF NOVA SCOTIA 
CITIBANK 
BANKOFAMERICA 
ING BANK 
HSBC 
CREDITAGRICOLE INDO SUEZ 
SOCIETE GENERAL 
CORPORATION BANK 
NEDUNGADI BANK LTD 
CATHOLIC SYRIAN BANK LTD 
STATE BANK OF INDIA 
BARCLAYS PLC. 
ACC NO HEAD 1 
BAN NO BRANCH 1 
BAN NO REP OFF 1 
BAN NO HEAD 1 
BAN NO HEAD 1 
BAN NO BRANCH I 
BAN NO BRANCH 1 
BAN NO BRANCH 1 
BAN NO BRANCH 1 
BAN NO BRANCH 1 
BAN NO BRANCH 1 
BAN NO BRANCH 1 
BAN NO BRANCH 1 
BAN NO BRANCH 1 
BAN NO BRANCH 1 
BAN NO BRANCH I 
BAN NO BRANCH 1 
BAN NO BRANCH 1 
BAN NO BRANCH 1 
BAN NO BRANCH 1 
BAN NO BRANCH 0 
EMPLOYEES CONS NRI CONS FOR INTBUS AHD BAN CAL CHA CHE HYD JAI KAN 
511111101001 
400100000000 
600101010000 
15 01101101000 
15 01101101100 
12 00100110000 
601100010010 
200101101000 
11110000oooo 
50010000oooo 
50100000000 
31100100000 
100100000001 
200000000000 
210000000000 
500000000000 
20 11100101000 
31101101100 
41101101100 
500100000000 
101100001000 
300100101000 
20111111111 
10 1100000000 
20100000000 
50100000000 
510011111110 
301000000000 
10 00000000000 
301100000000 
601100000000 
25 00111111111 
600111111111 
300010010010 
500011110100 
601001001100 
600000000000 
10 00000101210 
10 01100101101 
400001001110 
400000000000 
300010011010 
15 00001000000 
20 00001101100 
200100000ooo 
50000000oooo 
500000100000 
30010000oooo 
500000100000 
400001001100 
500000000ooo 
500001001100 
500101001010 
100011111111 
300011111111 
20 01101101100 
300000000000 
10 01100101001 
300001101000 
404100000000 
101100101000 
100011101111 
200010111010 
301100000000 
501100000000 
601100000000 
701100101000 
10 01100100000 
201100000000 
20 11101101000 
301100000000 
301101000000 
400111111111 
201101001100 
100111101100 
200111111111 
100100000000 
LKW MUM DEL 
011 
001 
011 
011 
011 
011 
0 
0 
101 
001 
001 
011 
101 
001 
001 
002 
011 
01 
01 
001 
011 
000 
111 
001 
010 
001 
011 
000 
000 
000 
01 
1 
0 
0 
0 
0 
021 
011 
-0 
01 
00 
01 
00 
01 
00 
00 
00 
0 
0 
00 
00 
00 
0 
PUN 
1 
0 
0 
FORBRAN REPORTTO 
0 MANY 
0 MANY 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 MANY 
0 
0 MANY 
0 
1 
0 MANY 
0 MANY 
0 
1 
0 
0 
0 MANY 
0 MANY 
0 HEAD OFF 
0 HEAD OFF 
3 HEAD OFF 
HEAD OFF 
HEAD OFF 
0 HEAD OFF 
I HEAD OFF 
0 HEAD OFF 
0 HEAD OFF 
0 HEAD OFF 
0 HEAD OFF 
0 HEAD OFF 
0 NO REPORT 
0 HEAD OFF 
0 HEAD OFF 
0 HEAD OFF 
HEAD OFF 
0 HEAD OFF 
0 HEAD OFF 
0 HEAD OFF 
HEAD OFF 
HEAD OFF 
ZONALOFF 
ZONALOFF 
SINGAPORE 
5 TAIWAN 
0 HEAD OFF 
3 
2 
00 
10 
00 
00 
0 ASSOCIATE 
02 
00 
00 
00 
00 
00 
0 ASSOCIATE 
00 
00 
1 
0 
0 
0 
0 
1 
0 MANY 
0 
0 
0 
0 
0 
ZONALOFF 
ZONALOFF 
REGIONAL 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
HEAD OFF 
DIVISIONAL 
HEAD OFF 
HEAD OFF 
LINKS IND LINKS INTERN. TRAVEL BRA 
BRANCH 0 1/30 DAYS 
00 
BRANCH BRANCH OFF 2/30 DAYS 
BRANCH HEAD OFFICE 1/180 DAYS 
MUMBAI REGIONAL 1/180 DAYS 
BRANCH 0 1/180 DAYS 
BRANCH BRANCH OFF 1/30 DAYS 
BRANCH HEADOFFICE 1/180DAYS 
BRANCH 0 1/30 DAYS 
0 0 
BRANCH 0 1/30 DAYS 
0 
0 
BRANCH 0 1/180 DAYS 
00 1/180 DAYS 
000 
000 
BRANCH 00 
BRANCH REGIONAL 1/30 DAYS 
BRANCH 0 1/30 DAYS 
BRANCH 0 1/30 DAYS 
0 0 
BRANCH REGIONAL 1/30 DAYS 
BRANCH 0 
BRANCH 0 1/30 DAYS 
BRANCH REGIONAL 1/30 DAYS 
BRANCH REGIONAL 1/30 DAYS 
0 
0 
BRANCH BRANCHOFF 1/180DAYS 
BRANCH 0 1/30 DAYS 
BRANCH 0 1/30 DAYS 
BRANCH 0 1/30 DAYS 
BRANCH REGIONAL 1/180 DAYS 
BRANCH REGIONAL 1/180 D"S 
BRANCH REGIONAL 1/180 D"S 
BRANCH HEAD OFFICE 1/30 DAYS 
BRANCH 00 
BRANCH 00 
BRANCH REGIONAL 1/1 80DAYS 
BRANCH 0 0 
BRANCH BRANCH OFF 2/180 DAYS 
BRANCH BRANCH OFF 1/30 DAYS 
BRANCH 0 1/80 DAYS 
BRANCH 0 1/180 DAYS 
BRANCH 0 3/180 DAYS 
BRANCH 0 1/180 DAYS 
BRANCH 00 
BRANCH 00 
0 
BRANCH 
BRANCH 
BRANCH 
BRANCH 
BRANCH 
BRANCH 
BRANCH 
BRANCH HEAD OFFICE 
00 
0 1/180 DAYS 
0 1/180 DAYS 
0 
0 1/180 DAYS 
0 1/180 DAYS 
0 1/180 DAYS 
0 1/30 DAYS 
0 
0 
DIVISION HEADOFFICE 1/180DAYS 
BRANCH BRANCHOFF 1/180DAYS 
0 
111 
00 HEAD OFF BRANCH 
0 MANY HEAD OFF BRANCH 
00 HEAD OFF BRANCH 
0 MANY HEAD OFF BRANCH 
0 MANY HEAD OFF BRANCH 
1 MANY HEAD OFF ZONAL 
1 MANY REGIONAL BRANCH 
0 MANY HEAD OFF BRANCH 
0 MANY HEAD OFF BRANCH 
0 MANY HEAD OFF BRANCH 
0 MANY HEAD OFF BRANCH 
0 MANY HEAD OFF BRANCH 
0 MANY HEAD OFF BRANCH 
0 MANY HEAD OFF BRANCH 
0 MANY HEAD OFF BRANCH 
1 MANY HEAD OFF BRANCH 
1 MANY ZONALOFF BRANCH 
0 MANY HEAD OFF BRANCH 
1 MANY REGIONAL REGION 
1 MANY HEAD OFF BRANCH 
0 MANY HEAD OFF BRANCH 
REGIONAL 
0 1/180 DAYS 
0 1/180 DAYS 
REGIONAL 
REGIONAL 1/180 DAYS 
REGIONAL 
0 
CENTRALOFF 1/180 DAYS 
CENTRALOFF 1/30 DAYS 
REGIONAL 
REGIONAL 1/180 DAYS 
REGIONAL 1/180 DAYS 
REGIONAL 1/180 DAYS 
REGIONAL 1/180 DAYS 
REGIONAL 1/30 DAYS 
REGIONAL 1/30 DAYS 
REGIONAL 1/180 DAYS 
REGIONAL 1/180 DAYS 
0 
REGIONAL 1/180 DAYS 
REGIONAL 1/180 DAYS 
0 
0 
0 
0 
0 
0 
TO CITY TRAVEL CLI 
ALLBRANCHES 1/180DAYS 
0 1/30 DAYS 
ALLBRANCHES 1/30 DAYS 
MUMBAI 1/180 DAYS 
ALLBRANCHES 1/180 DAYS 
ALLBRANCHES 1/180 DAYS 
ALLBRANCHES 1/30 DAYS 
ALLBRANCHES 1/180 DAYS 
ALLBRANCHES 1/30 DAYS 
0 1/30 DAYS 
ALLBRANCHES 1/30 DAYS 
ALLBRANCHES 1/180 DAYS 
KANPUR 1/30 DAYS 
0 1/180 DAYS 
0 1/30 DAYS 
0 1/180 DAYS 
MUMBAI 1/30 DAYS 
MUMBAI 1/30 DAYS 
MUMBAI 1/30 DAYS 
0 1/30 DAYS 
NORTHERN INDI 1/30 DAYS 
0 
MUMBAI 
ALL METROS 1/30 DAYS 
MUMBAI 1/30 DAYS 
TAIPEI 1/30 DAYS 
MUMBAI 1/30 DAYS 
ALLBRANCHES 1/30 DAYS 
ALLBRANCHES 
ALL METROS 1/180 DAYS 
MUMBAI 1/180 DAYS 
ALLBRANCHES 
ALLBRANCHES 
1/180 DAYS 
0 
ALLBRANCHES 1/180 DAYS 
0 
NORTHERN INDI 1/180 DAYS 
ALLBRANCHES 
ALLBRANCHES 1/180 DAYS 
NORTHERN INDI 1/180 DAYS 
ALLBRANCHES 3/180 DAYS 
ALLBRANCHES 1/180 DAYS 
0 1/180 DAYS 
0 1/180 DAYS 
0 1/180 DAYS 
ALLBRANCHES 1/180 DAYS 
MUMBAI 2/180 DAYS 
0 
ALLBRANCHES 1/180 DAYS 
NORTHERN INDI 1/180 DAYS 
ALLBRANCHES 1/180 DAYS 
ALLBRANCHES 1/180 DAYS 
0 
ALLBRANCHES 1/180 DAYS 
ALLBRANCHES 1/180 DAYS 
TO CITY 
ALL METROS 
ALL METROS 
ALL METROS 
ALL METROS 
ALL METROS 
ALL METROS 
ALL METROS 
ALL METROS 
ALL METROS 
ALL METROS 
ALL METROS 
ALL METROS 
ALL METROS 
NORTHERN 
ALL METROS 
TRAV SERV 
N. DELHI 
N. DELHI 
MUMBAI 
MUMBAI 
MUMBAl 
N. DELHI 
N. DELHI 
N. DELHI 
N. DELHI 
N. DELHI 
N. DELHI 
N. DELHI 
N. DELHI 
N. DELHI 
N. DELHI 
MUMBAI N. DELHI 
ALL METROS N. DELHI 
ALL METROS N. DELHI 
ALL METROS N. DELHI 
ALL METROS N. DELHI 
NORTHERN MUMBAI 
00 CHENNAI 
00 
MUMBAI MUMBAI 
ALL METROS N. DELHI 
ALL METROS N. DELHI 
ALL METROS N. DELHI 
MUMBAI 
00 MUMBAI 
MUMBAI MUMBAI 
ALL M ETROS MUM BAI 
00N. DELHI 
00 CHENNAI 
ALL METROS N. DELHI 
00 CALCUTTA 
ALL METROS BANGLORE 
00 
ALL METROS 
00 
ALL METROS 
ALL METROS 
ALL METROS 
ALL METROS 
MUMBAl 
MUMBAI 
N. DELHI AREA 
ALL METROS 
ALL METROS 
00 
EASTERNINDI 
N. DELHIAREA 
ALL METROS 
ALL METROS 
00 
N. DELHI AREA 
ALL METROS 
LOCATION EX OFF 
FOUNDER OFFICE 
FOUNDER OFFICE 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOUNDER OFFICE 
FOUNDER OFFICE 
FOR THE CLIENTS 
FOUNDER OFFICE 
FOUNDER OFFICE 
FOUNDER OFFICE 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOUNDER OFFICE 
FOUNDER OFFICE 
INCOME TAX OFF 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOR THE CLIENTS 
0 FOR THE CLIENTS 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOR THE CLIENTS 
FOUNDER OFFICE 
FOR THE CLIENTS 
FOUNDER OFFICE 
FOR THE CLIENTS 
FOR THE CLIENTS 
0 FOUNDER OFFICE 
0 FOUNDER OFFICE 
0 FOUNDER OFFICE 
0 FOUNDER OFFICE 
0 FOUNDER OFFICE 
0 FOUNDER OFFICE 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
0 FOUNDER OFFICE 
0 FOUNDER OFFICE 
0 FOUNDER OFFICE 
0 FOUNDER OFFICE 
0 FOUNDER OFFICE 
0 FOR THE CLIENTS 
0 FOUNDER OFFICE 
0 FOUNDER OFFICE 
0 FOUNDER OFFICE 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
ALLBRANCHES 
0 1/30 DAYS 
NORTHERN INDI 1/180 DAYS 
0 2/30 DAYS 
ALL METROS 1/180 DAYS 
0 1/180 DAYS 
0 
MUMBAI 1/180 DAYS 
MUMBAI 1/30 DAYS 
0 1/180 DAYS 
MUMBAI 1/180 DAYS 
ALL METROS 1/180 DAYS 
MUMBAI 1/180 DAYS 
MUMBAI 1/180 DAYS 
MUMBAI 1/30 DAYS 
MUMBAI 
NORTHERN INDI 1/180 DAYS 
MUMBAI 
0 1/180 DAYS 
ALL METROS 
ALL BRANCHES 1/180 DAYS 
00 
N. DELHI AREA MUMBAI 
N. DELHI AREA REGIONAL 
ALL METROS 
ALL METROS 
NORTHERN 
00 
NORTHERN 
ALL METROS 
ALL METROS 
N. DELHI AREA MUMBAI 
ALL METROS 
MUMBAI 
MUMBAI 
NORTHERN 
0 
NORTHERN 
0 
NORTHERN 
0 
0 
00 
ALL METROS 
0 FOUNDER OFFICE 
FOR THE CLIENTS 
FOR THE CLIENTS 
0 FOUNDER OFFICE 
0 FOUNDER OFFICE 
0 FOR THE CLIENTS 
0 OTHER BRANCHE 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
FOR THE CLIENTS 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
0 FOR THE CLIENTS 
SERVICES ADV 
SELF 
SELF 
SELF 
SELF 
SELF 
SELF 
SELF 
LINTAS & MANY 
LINTAS, HTA 
ACCOUNTFIRM 
SHAM BASAL K. & CO 
SINGHAL&ASSO 
PIYUSH JAIN & ASSO 
ARTHUR ANDERSON 
ANILGUPTA&ASSO 
SELF 
KBM &ASSOCIATES 
R. K. CHANDRA & CO 
JBDADA CHANJI & CO 
0 
APPOINTED BY GOVT 
DALAL & CO 
M. POPLI&CO. 
JOSHI&ASSOCIATES 
A. PANDEY & ASSO 
BHATIA & CO 
S. GOEL & CO 
BANK USED 
BANK OF INDIA 
ABM-AMBRO 
CANARA BANK, HSBC 
HSBC 
NATIONAL DE PARIS 
CORPORATION BANK 
ICICI, BOMBAY MER 
CANARABANK. 
DUETSCHE BANK 
UNION BANK OF INDIA 
STANDARD CHART 
HDFC, PNB, CENTRAL 
SBI, CENTRALBANK 
UTI 
Icicl 
STATE BANK OF HYD 
HSBC, BANK OF INDIA 
ABM-AMBRO 
HSBC 
VIJAYA BANK 
AMERICAN EXPHSBC 
AMERICAN EX, CITI 
ICICI, HFDC 
KPMG, RAIJI 
CITIBANK, SYNDICATE 
PNB, SBl 
INDUS IND BANK 
ICICI 
ANZ GRINDLAYS 
BANK OF INDIA 
STANDARD CHART. 
STATE BANK OF SAU 
CITIBANK, VIJAYA 
STATE BANK OF JAI P 
CENTRAL BANK, ICICI 
HSBC 
J&K BANK 
CITIBANK 
PNB, LORD KRISHNA 
ABM-AMBRO 
BANK OF BARODA 
BANK OF INDIA 
ABM-AMBRO 
KHANNA GULATI & CO VIJAYA BANK 
PRICEWATERHOUSE STANDARD CHART. 
TP. KHOSLA & CO UCO, CORPORAION 
HSBC 
LUTHRA & LUTHRA BANK OF NOVA SCO 
KPMG HDFC 
ABM-AMBRO 
HDFC 
HSBC 
ARTHUR ANDERSON HSBC 
INSURANCE CO. 
ORIENTAL INSU 
UNITED INDIA IN 
NEW INDIA INSU 
NATIONAL INSU 
NATIONAL INSU 
NATIONAL INSU 
ORIENTAL INSU 
ORIENTAL INSU 
NATIONAL INSU 
NATIONAL INSU 
ORIENTAL INSU 
NATIONAL INSU 
NATIONAL INSU 
NATIONAL INSU 
ORIENTAL INSU 
NATIONAL INSU 
NATIONAL INSU 
UNITED INDIA IN 
NATIONAL INSU 
ORIENTAL INSU 
NATIONAL INSU 
UNITED INDIA IN 
ORIENTAL INSU 
ORIENTAL INSU 
NATIONAL INSU 
NEW INDIA INSU 
NEW INDIA INSU 
NATIONAL INSU 
ORIENTAL INSU 
EXPANSION THRU 
NEW OFFICE 
NEW OFFICE 
NEW OFFICE 
TAKING OVER 
NEW OFFICE 
TAKING OVER 
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Table A. 7 Films and Services 
Name of the Film Bankers Chartered Insurance P. R. O. I Publicity 
Accountants/ Agents 
Accountants/ 
Financial Advisor 
Fiza Times Bank Sharda 
HDFC HarishSomeshwar 
Rajinder Rao 
Ek Rishta Union Bank of India N. V. Vale & Co. Ajit Ghosh 
Kishore Dafgarkar 
Bhimsen Diyanmothe A. R. Babu 
Himanshu & Rahul Nanda 
Dil Chahta Hai Deutsche Bank Bimal Parekh & Co. United India 
The Saraswat 
Coop Bank 
Bas Itna Sa Oriental Bank 
Khaab Hai of Commerce 
Tera Jadoo Oriental Bank Shiv Abhichandan! Rajinder Rao 
ChalGaya of Commerce GopalPandey 
Jayesh Tanna Srichand Pandey 
Prakash Latke 
Turn Bin Oriental Bank A. R. & Co. Atnakano 
of Commerce P. C. Sikka Vivek 
Santosh Iver 
Dil Pe Mat Le Yaar State Bank of Sanjay Vaidya 
Patiala 
Indian Bank 
Devdas ICICI, Vijay Kumar 
Vyasa Bank Shekhar Verma 
Global Trust S. Biyani 
Bank 
Chorl Chorl Punjab & Jayesh Tanna 
Maharashtra 
Co-op Bank Ud 
Peter Martis 
Himanshu 
Humraaz Indian Overseas Dinesh Pal Oriental Rajinder Rao 
Bank Dhiraj Shah Insurance 
Ramesh Sharma 
G. K. Kothad 
H. D Pathak & Co. 
Laga Vyasa Bank 
Global Trust Bank 
RohA Shetty 
Bunty 
vil 
Albela Bank of Baroda Shankaran 
Na Tum Jano Central Bank of Ernst & Young 
Na Hum India 
Vyasa Bank Ltd. 
Om Jai Jagdish 
S. R. Baltiboi 
C. P. Toshiwal 
Rajesh Kalyani 
T. S. Sdnivasan 
Sursh Surkh & Ass. 
ShivAbhichandani GopalPandey 
Ravish Sharma 
Praksh Latki Himanshu Seth 
Vivek Sawant, Neeta 
Love Ke Uye Punjab & Sind H. D. Pathak & Co. R. B. Pathak 
Kuch Bhl Kare Bank 
Ga Naresh Kumar D. S. Mittal & Sons 
Kashikath Mogle 
Sandeep 
Shikar 
Aap Mujhe Ache Citi Bank 
Legne Lage 
Jism 
Munna Bhai 
Mast! 
Dhoom 
United GopalPandey 
India 
Himanshu & Rahul Nanda 
YRF-Design Cell 
TATA ElxsI 
Humraaz Himanshu & Rahul Nanda 
Dewaane Oriental Bank of Pritarn Pal Gopal Pandey 
Commerce H. D. Pathak & Co. 
Samta Sahakari 
Bank Ltd. 
My Brother Nikhil 
B. K. Verma 
R. P. Pathak 
Canara Bank Kamal Consultant Leo Entertainment 
R. G. Mehta 
Standard Chartered Anil Sekri & Co. Rameshwar Bhagat 
Ramakant Dubey 
Indian Overseas R. Prasad 
Praful Bhatt GopalPandey 
Marching Ants Pvt. Ltd. 
Hum Kaun Hal HSBC Stany SaIdanhe 
Associates 
The Federal Bank Anand Dave 
Ltd. Nilesh Doshi 
Sunil Dentis 
Rao & Ashish 
Kamdar & Co. 
Rajesh 
GopalPandey 
Vill 
Asoka 
Michael D'souza 
Sushil and Karnlesh 
Blesson Oommen Himanshu & Rahul Nanda 
Abhijeet Ubale Mustaque Sheikh 
Neel Doctor 
Kol Mil Gaya Oriental Bank of Chandan Chhajed 
Commerce 
Rajesh Salunke 
Hungama Indian Overseas H. D. Pathak & Co. 
Bank 
Dinesh Pal, V. Gupta 
Dhiraj Shah, Ramesh 
G. F. Kothad 
Madhoshi HDFC Ajay Sekri 
J. M. Darbar 
Bank of Maharashtra 
Tere Naam HSBC Urnesh Patil 
Veena Talreja 
Indian Bank Naina Sawant 
Kuch Naa Kaho Standard Chartered Sanjay Kambli 
Julie Indian Overseas Sanatam Vinchh 
Bank Nitin Vinchh 
New India Co-op 
Bank Ltd. 
Himanshu & Rahul Nanda 
R. R. Pathak 
Alok Mathur 
Publicity Buzz 
LOC Kargil HSBC Sekri & Co. United India Hype 
HDFC Manish Wadhwani 
Run 
Dev 
Police Force I nd ia n Overs eas Bagaria & Co. 
Bank 
Suresh Jadia 
Kirli Shah 
Indian Overseas 
Bank 
SBI 
Vijaya bank R. A. P. Rao & Co. GopalPandey 
Indusind Bank Ramesh Ningoo 
Suresh Kamble 
M. M. Chitale & Co. Peter Martys 
Epigram 
Trapeze Artises 
Ix 
Rakht HDFC Chaudhary & 
Pansari 
Black HDFC 
Wajah Suresh Khilad Kishor Dhargalkar 
Kishor Patil 
Sur HDFC Hrishikesh Gadekar 
Gautam Malvia 
Turn Se Aacha Indian Overseas H. D. Pathak & Co. 
kaun Hai Bank 
G. F. Kothad 
Plan 
Musafir 
Ramji London Wale Mantra 
Chalte Chalte Birnal Parekh & Co. United India Buzz 
Blesson Oommen 
Abhijeet Ubale 
Noel Doctor 
Chorl Chorl Punjab and Mahara. Jayesh tanna 
Co. Bank 
Lakeer Global Trust Pathak & Co. 
HDFC Patel & Co. 
Standard Chatered Hiralal Kanojia 
Citibank 
Kal Ho Na Ho Citibank (New York) Ramesh Parab 
Zeher 
P. R. Gandhi & Asso. 
Trapeze 
Just Right 
Jump Cute 
Standard Chartered Khimji K. & Co. 
Dinesh Pal 
Dhirah Shah 
HDFC Satyam Purohit 
Rajendra Rao 
Studio Link 
HDFC S. Purohit Buzz 
Jatin Kampani 
HSBC Ruchir Muranjan 
Suresh Dhadve 
IDBI Sekd & Co. 
Allahbad Bank Vinod Sawant 
Punam 
oriental Bank of 
Commerce 
Himanshu & Rahul Nanda 
Hype 
Himanshu & Rahul Nanda 
United India Buzz 
R. K. Sharma 
Glamour 
x 
Main Hoon Na Citibank 
Janasheen 
Baghban 
Waqt 
Viren Bhayani 
J. Budhela 
MangalPandey Export- Import Anil Agarwal 
Bank of India Alice Dawson 
Blesson Oommen 
R. M. Ajgoankar & Co. 
Saeed Ahmed Rizvi 
Sunil Mahajan 
Samata Sahakari Ashok Mehra & Co. 
Bank Ud 
N. L. Kamtha Rao 
United India Himanshu & Rahul Nanda 
Rain Drop Media 
Dewan Publicity 
Raju Kariya 
Leo Entertainment 
Peter Martis 
Ad Vista Bombay Pvt. Ud 
GopalPandey 
Rajendra Rao 
Yashraj Films 
X1 
QUESTIONNAIRE 
Personal Details 
Name: M/ F 
Job Title: 
Business Details 
1. Name of the Company: Add. Of the Off ice: 
2. Number of Employees: Any Foreign Employees: 
3. Type of Business that is conducted: Retail / Corporate business 
4. Is it at a: Local / Regional / International level? 
5. Do you have any foreign clients? Y/N 
6. Number of Branches the Company has: 
7. In which Cities: 
(a) 
(c) 
(b) 
(d) 
(e) (f) 
7. Does the company have branches abroad? Y/N 
8. Where? 
9. Do you report of any other office? 
(a) Head Office (b) Regional (c) Zonal (d) other 
10. What was the reason for location of this office? 
Age 
1. Do you go out of New Delhi to visit offices owned by your company in other cities? Y/N 
if Yes, how often? 
Where? 
12. Do you go out of New Delhi to visit clients the company has in other cities? Y/N 
If Yes, how often? 
Where? 
13. Do you go out of New Delhi to visit off ices of other producer services your company uses 
for services that are in other cities? Y/N 
If Yes, how often? 
Where? 
14. What sort of services does the company use? 
" Banks 
" Insurance Company 
" Accountants 
" Advertising Agency 
15. Which city are they located in? 
" Banks 
" Insurance Company 
" Accountants 
" Advertising Agency 
16. What are the plans for expansion? 
(a) In terms of number of employees 
(b) In Terms of number of branch offices 
17. Are you thinking of opening a branch abroad? 
Monitoring the communication 
1. Can I ask how do you contact your colleagues in other cities, is it via 
Telephone 
E-mail 
Fax 
2. Can I ask how do you contact your clients in other cities, is it via 
Telephone 
E-mail 
Fax 
3. Can I ask how often do you contact your colleagues in other cities, via 
Telephone / Day 
E-mail / Day 
Fax / Day 
4. Can I ask how often do you contact your colleagues in other cities, via 
Telephone / Day 
E-mail / Day 
Fax / Day 
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